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DEPOSITION OF JAMES M. LYONS 
IN RE: S. RES. 120 


THURSDAY, NOVEMBER 2, 1995 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 

Deposition of JAMES M. LYONS, called for examination 
pursuant to notice of deposition, at 5:05 p.m. in Room 534 of the 
Dirksen Senate Office Building, before MARYBETH PETERS, a 
Notary within and for the District of Columbia, when were present: 


ROBERT J. GIUFFRA, JR., Esq. 

Majority Chief Counsel 
ALICE S. FISHER, Esq. 

Majority Associate Special Counsel 
LANCE COLE, Esq. 

Minority Deputy Special Counsel 
U.S. Senate 

Committee on Banking, Housing, and Urban Affairs 
534 Dirksen Building 
Washington, DC 20510 
On behalf of the Committee. 

HAROLD A. HADDON, Esq. 

Hadon, Morgan & Forman, P.C. 

150 East Tenth Avenue 
Denver, Colorado 80203 
On behalf of the Deponent. 

(Via Telephone) 


ALSO PRESENT: CAROL PATTERSON 

Court Reporter (Via telephone) 
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PROCEEDINGS 

Whereupon, 

JAMES M. LYONS 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 

MR. HADDON: The reporter has sworn 
Mr. Lyons. 

MR. GIUFFRA: Let’s begin. 

This is a telephone deposition being 
conducted pursuant to Senate Resolution 120. My name 
is Robert Giuffra, G-i-u-f-f-r-a. I am the chief 
counsel of the Senate Banking Committee at this 
time. I’m in Washington, D.C. Also here in 
Washington, D.C. with me are Lance Cole who is the 
Democratic deputy special counsel and also here in 
Washington is Alice Fisher. 

MS. PATTERSON: Can you hear me? 

MR. COLE: Harold, this is Lance. I 

think — can you hear me? I think on both ends of 
the call we’re going to have to be very careful about 
moving papers and things around near the mike for the 
speakerphone because what we’re getting is a lot of 


3 


4 


static from your end. I don’t know if you’re getting 
the same thing from our end or not. 

MR. GIUFFRA: Also with me is Alice Fisher 
she is an associate special counsel with the majority 
staff. Okay. I would like to just go through some 
basic preliminaries first. 

MR. HADDON: There is some background noise 
that may be conversation or it may be reverberation. 

MR. GIUFFRA: I don’t believe there is any 
noise here. 

MS. FISHER: This isn’t going to work. 

MR. GIUFFRA: One concern I have right now 
just in attempting to do this is it is just quite 
apparent this is going to be a very difficult way to 
conduct the deposition. 

MR. HADDON: Why don’t we roll through it 
and see how it goes. 

MR. GIUFFRA: I just want to make this 
clear at the outset that this is the first time 
during the course of proceedings that are being the 
conducted pursuant to Senate Resolution 120 that 
we’ve attempted to do a deposition by telephone and 
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5 

we are doing so as an accommodation to the fact that 
Mr. Lyons is in Denver, Colorado, which is obviously, 
you know, a far distance from Washington, D.C. 

But I want to make it clear at the outset 
that the committee may need to have him sit for a 
live deposition if it turns out that this is not a 
suitable way to conduct a deposition for purposes of 
Senate Resolution 120 and also because of the fact 
that Mr. Lyons has a fairly extensive involvement in 
some of the matters about which the resolution is 
concerned and he has produced a fairly substantial 
amount of documents. And it may well be necessary to 
have a live deposition because a live deposition will 
allow us to, you know, for example, show Mr. Lyons 
particular documents and point out particular matters 
in the documents. 

We will attempt, however, to move forward 
and see how we can go. Senate Resolution 120 
establishes a special committee administered by the 
Banking Committee of the United States Senate to 
conduct an investigation and public hearings 
involving Whitewater Development corporation, Madison 

6 

Guaranty Savings & Loan Association and Capital 
Management Services, Inc., the Arkansas Development 
Finance Authority and other related matters. 

This deposition is being conducted in 
advance of public hearings that the committee is 
going to hold beginning next week. The procedure we 
will follow today, which will be the same procedure 
that is followed in other depositions conducted 
pursuant to Senate Resolution 120 is as follows. 1 
will ask on behalf of the majority a series of 
questions, then Mr. Cole will have an opportunity to 
ask questions and we may have another round of 
questions after that. 

MR. G1UFFRA: Mr. Lyons, you understand 
that you will be testifying today under oath? 

THE WITNESS: I do. 

MR. G1UFFRA: If at any time you don’t 
understand a question or are confused in any way, 
please let us know and we will rephrase the 
question. 

MR. GIUFFRA: Can you hear us? 

MR. HADDON: Yes, we can, but not well. 
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7 

MR. COLE: I think the problem may occur -- 
if you speak in the background on your end, your 
microphone picks it up, then we can’t hear you and 
you can’t hear us. I think we just have to be very 
careful that only one person speaks at a time and 
that we pause between persons so that the microphone 
doesn’t cut someone out on the other end out. 

MR. HADDON: All right. 

MR. GIUFFRA: Again, if at any time you 
need a break, you know, let us know and we will go 
off the record. The plan today will be as follows: 

The stenographer in Washington will prepare a record 
of the questions and answers. That record will be 
deemed the official transcript of the deposition. I 
understand there is also a stenographer in Denver who 
will also prepare a transcription of the questions 
and answers. 

The deposition will be treated as committee 
confidential until the commencement of the hearings. 

You will receive a letter from the committee advising 

you of your right to review the transcript at the 

Senate. 

8 

In addition, if, Mr. Lyons, you are called 
to testify in public hearings in Washington, we will 
make a copy of the transcript available to you four 
days before any public testimony and we would ask 
that you agree not to disclose that deposition 
transcript to anyone other than your counsel. You 
will also have an opportunity to make any corrections 
to the transcription on an errata sheet. 

Now, Senate Resolution 120 specifies a 
procedure for the conduct of depositions being 
conducted pursuant to Senate Resolution 120. 

Mr. Lyons, do you have a copy of Senate 
Resolution 120? 

THE WITNESS: Yes. 

MR. GIUFFRA: You will, I’m sure, note that 
Senate Resolution 120 specifies the procedure for the 
conduct of deposition. You have a right to 
represented by counsel. 1 understand that you’ve 
chosen to be represented by counsel. If Mr. Haddon 
could state an appearance for the record. 

MR. HADDON: Harold A. Haddon, Denver, 
Colorado. 
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9 

MR. GIUFFRA: Your objections to the form 
of the questions could be noted for the record. 

Counsel can also object on the grounds of privilege 
or relevance and Mr. D’Amato, the committee chairman, 
may be asked to rule on objections in the event that 
the witness refuses to answer a question. Do you 
have any questions in Denver? 

MR. HADDON: No. 

EXAMINATION 

BY MR. GIUFFRA: 

Q Okay. Let’s try to begin and see how far 
we can get. Mr. Lyons, would you please state your 
name for the record. 

A James M. Lyons, L-y-o-n-s. 


Q And your present business address? 

A My business address is 1200 17th Street, 

Denver, Colorado. 

Q And what is your present position? 

A I’m a senior partner in the law firm of 

10 

Rothgerber, R-o-t-h-g-e-r-b-e-r, Appel, A-p-p-e-1, 

Powers & Johnson. 

Q Okay. Are you a litigation lawyer or 
corporate lawyer? 

Could you hear that question? 

A No. 

Q Are you a litigation lawyer or a corporate 
lawyer? 

A I’m not hearing you at all. 

Q We will move our phone. Can you hear me 
now? 

A 1 can hear you. 

Q Are you a litigation lawyer or a corporate 
lawyer? 

A I do some of both. 

Q Could you just briefly describe the nature 
of your practice in rough terms? 

A I do complex litigation of a civil nature 
and provide advice to a number of clients in 
connection with their business affairs. 

Q Okay. Where did you attend law school and 
when did you graduate? 
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A I went to DePaul University College of Law 
in Chicago, Illinois and I graduated in 1971. 

Q Could you just very briefly run through 
your employment history beginning in 1971? 

A I’ve been with Rothgerber, Appel, Powers & 
Johnson since September of 1971. 

Q That made it very simple. 

MR. COLE: That saved at least five 
minutes. 

BY MR. GIUFFRA: 

Q Okay. How did you first come to know 
President Clinton? 

A I met Mr. Clinton in the late 1970s in 
connection with a case 1 was handling in Little Rock, 
Arkansas. 

Q And what was Mr. Clinton’s position at that 
time? 

A He was Attorney General in the state of 
Arkansas. 

Q Okay. How did you first meet Mrs. Clinton? 

A I believe I met her through Mr. Clinton. 

Probably in the late ’70s or early 1980s. 

12 

Q When did you first learn of the Clintons’ 
investment in something called the Whitewater 
Development Corporation? 

A I don’t remember exactly. 

Q Do you have a rough estimate? 

A I beg your pardon? 

Q Could you make a rough estimate? 

A Well, it would only be a guess. 

Q Well, when do you think — what is your 
best guess as to when you first learned of their 
investment in Whitewater Development Corporation? 

A Probably sometime in late 1991 or early 
1992. 

Q And do you recall the context in which you 
first learned of their investment in Whitewater 
Development Corporation? 

A I think 1 may have learned about it in 
connection with the press reports that appeared in 
The New York Times, but I may also have learned about 
it in connection with the preparation and filing of 
the candidate disclosure form in late 1991. I just 
don’t remember. 
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1 Q Okay. During the 1980s, what was the 

2 nature of your relationship with the Clintons? 

3 A They were friends of mine. I was a 

4 political supporter of his when he ran for governor. 

5 And Mrs. Clinton and 1 were, her firm and mine had 

6 some dealings in terms of referrals of matters. I 

7 would see them when I was in Little Rock, sometimes 

8 when we were in Washington on business the President, 

9 Mr. Clinton, would come to Denver from time to time 

10 on gubernatorial business, National Conference of 

1 1 Governors meets here fairly often. And l would talk 

12 to him from time to time and exchange notes and 

13 correspondence with him. 

14 Q Did you also know Webster Hubbell during 

15 the 1980s? 

16 A I believe 1 first met him in the late 

17 1980s. 

18 Q And have you ever worked on any litigation 

19 matters with Mr. Hubbell? 

20 A Not to my knowledge. Not that 1 remember. 

21 Q Okay. When did you first meet Vincent 

22 Foster? 

“ 14 

1 A 1 think I met him also sometime in the late 

2 1980s. 

3 Q Did you ever work on any litigation matters 

4 with Mr. Foster? 

5 A I don’t think so. 

6 Q Okay. Do you recall who, if anyone at the 

7 Rose Law Firm you would have worked on any matters 

8 with? 

9 A Well, other than Mrs. Clinton. 

10 Q Were you co-counsel with Mrs. Clinton in 

11 any litigation matters? 

12 A No, no, no. I remember she referred a 

13 litigation matter perhaps even more than one to me. 

14 1 just can’t remember when that was but it was a 

15 matter here in Colorado. 

16 Q Okay. When did you first meet Bruce 

17 Lindsey? 

18 A I think 1 would have met Mr. Lindsey 

19 sometime in the early to mid-1980s. 

20 Q What was the nature of your relationship 

21 with Mr. Lindsey during the 1980s? 

22 A We became friends. 
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Q Okay. Have you ever served as co-counsel 
on any matters with Mr. Lindsey? 

A No, although 1 have with his firm, his 
former firm. 

Q And that’s the Wright, Lindsey firm? 

A Yes. 

Q Now, are you aware of — you received a 
subpoena from the Banking Committee? 

A I have. 

Q And - 

A To which 1 have responded. 

Q And have you searched for documents that 
might be responsive to that subpoena? 

A Yes. 

Q And, to the best of your knowledge, have 
all responsive documents been produced? 

A I believe so. I responded on September 
27th to Mr. Kolinski and then - 

Q That’s K-o-l-i-n-s-k-i. 

A And then later — early this week or late 
last week I received a formal subpoena which had 
asked me again to review my records to see if 1 have 

16 

anything else. And I’m in the process of doing 
that. 

Q Okay. Other than your counsel, have you 
spoken to anyone prior to this deposition about the 
fact that you will be being deposed today? 

A Well, yes, I have. 

Q Who have you spoken to? 

A I beg your pardon? 

Q Who have you spoken to? 

A Well, I spoke to my wife. Probably several 
of my law partners. I’ve spoken with Mr. David 
Kendall and I probably mentioned it also to 
Mr. Lindsey. 

MR. COLE: I would also note for the 
record — this is Lance Cole speaking - that I spoke 
twice with Mr. Lyons about the logistics and 
scheduling for this deposition. 

THE WITNESS: That’s true. 

BY MR. GIUFFRA: 

Q What did you discuss with Mr. Lindsey about 
this deposition? 

A Nothing other than the fact that it was 
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being taken. 

Q Did Mr. Lindsey indicate to you that he was 
being deposed by the Senate? 

A I beg your pardon. 

Q Did Mr. Lindsey indicate to you that he was 
being deposed by the Senate? 

A I don’t remember if he did or not. 

Q When did you speak to Mr. Lindsey? 

A A couple of days ago. 

Q And it would be your testimony you don’t 
recall whether you — Mr. Lindsey indicated to you 
that he would be — he was being deposed by the 
Senate? 

A I don’t remember if he did or not. 1 would 
assume he was. 

Q Okay. I would like to turn your attention 
first to the 1992 Clinton Presidential campaign? 

A All right. 

Q Before I go into that let me ask one other 
question. What did you discuss with Mr. Kendall 
about the fact that you were being deposed here 
today? 

18 

A I regard that as privileged. 

Q What would be the basis for the privilege? 

A It is an attorney-client privilege. 

Q Are you — is he your attorney? 

A No, he is not. 

Q He is the Clintons’ attorney; correct? 

A 1 beg your pardon. 

Q He is the Clintons’ attorney; correct? 

A He is indeed. 

Q Do you also have an attorney - are you now 
an attorney for the Clinton? 

A 1 regard myself as having an 
attorney-client relationship with them with regard to 
this matter, yes. 

Q Okay. Okay. Turning to the 1992 
Presidential campaign. Did you have a role during 
that campaign? 

A I did; I had several roles. 

Q What role did you perform in connection 
with that campaign? 

A Pardon. Could you repeat the question? 

Q Yeah. What roles did you perform in 
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connection with the 1992 Presidential campaign of 
Governor Clinton? 

A In terms of professional role as a lawyer I 
served as sort of ad hoc chair of a group of lawyers 
from around the country who provided support and 
volunteer legal advice and services to the campaign, 
and its then acting general counsel. 

Q And who was the acting general counsel? 

A David Ipshen. 

Q Who were other members of this ad hoc group 
of lawyers? 

A They quoted Jim Hamilton from Washington, 

D.C., Austin Johnson from Baton Rouge, Louisiana, and 
at one time John Smith from Chicago, Illinois, Tom 
Williamson from Washington was also involved as was 
Rene Ring from New York and there may have been 
others at various times. 

Q Was Mr. Hubbell part of this ad hoc group? 

A No. 

Q Was Mr. Foster a member of this ad hoc 
group? 

A I beg your pardon. 
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Q Was Mr. Foster a member of this ad hoc 
group? 

A No. 

Q Was Mr. Lindsey a member of this ad hoc 
group? 

A Who, Bruce Lindsey? 

Q Yes. 

A No, although he may have participated in 
our discussions from time to time. 

Q Okay. Was Mr. William Kennedy a member of 
this ad hoc group? 

A No. 

Q Okay. During the ’92 Presidential campaign 
did you play any role in connection with the 
preparation of President Clinton’s, then Governor 
Clinton’s, financial disclosure forms? 

A Other than the extent to which they were 
effective or it was effected by an analysis we’d done 
of a real estate investment in Whitewater Development 
Corporation, no, I really don’t think 1 did. That 
was marginally Mr. Hamilton’s responsibility. 

Q So he was the person who handled the actual 
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preparation of the financial disclosure form? 

A 1 don’t know who did the actual form. It 
was signed and filed itself. 

Q But it’s your understanding that he had 
some role in that process? 

A Yes, yes. 

Q Did you review any drafts of the financial 
disclosure form? 

A I don’t recall. I may very well have. 

Q Okay. Do you recall ever discussing with 
anyone whether the President should list anywhere in 
this financial disclosure form his investment in 
Whitewater Development Corporation? 

A I’m sure there — yeah, I’m sure we had 
discussions about that. 

Q What do you recall about those discussions 
with regard to whether Governor Clinton should list 
Whitewater Development Corporation on his financial 
disclosure form? 

A Well, I recall it being discussed and I 
believe it was listed. 

Q Okay. Is it your understanding that his 
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investment in Whitewater Development Corporation was 
listed on the initial financial disclosure form that 
he filed when he first announced that he was running 
for President in the fall of 1991? 

A I don’t know but I don’t think it was. 

Q Okay. 

A It was a fairly nominal investment and it 
may have been overlooked. I just frankly don’t 
remember. 

Q Do you have any understanding as to why the 
governor’s investment in the Whitewater Development 
Corporation was not included on his initial financial 
disclosure form? 

A No, other than the fact, as I said, it was 
nominal and may have been overlooked, no. 

Q Why do you believe it was nominal? 

A Well, I think based on what we learned in 
terms of the value of the asset, if in fact it was 
ever an asset, it was de minimis at the time. 

Q Do you recall any analyses being done in 
the later part of 1991 as to the value of the 
President’s investment in Whitewater Development 
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Corporation? 

A No. 

Q Do you recall any discussions of any nature 
in — during 1991 with regard to the value of the 
President’s investment in the Whitewater Development 
Corporation? 

A 1 really don’t. There may have been but I 
do not remember. 

Q Okay. Now -- 

MR. COLE: Let’s go off the record for a 
moment if we could. 

MR. HADDON: Could you hold on just a 

minute. 

Off the record. 

(Discussion off the record.) 

MR. GIUFFRA: Let’s go back on the record. 

MR. HADDON: Just one second. 

Back on the record. 

MR. GIUFFRA: This is back on the record. 

This is just a concern because of the fact that we 
are doing this by telephone. I’d like a 
representation from you, to the extent that you want 
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to confer with Mr. Lyons, pass notes to Mr. Lyons, 
you know, that we be made aware of that fact because 
we are not in the room with you all, as would be the 
case in a standard deposition. 

MR. HADDON: Mr. Lyons and I haven’t passed 
any notes to this point in time. 

MR. GIUFFRA: And to the extent that you 
are going to confer, if you could just let us know 
when you are going to confer because obviously 
there’s a difference between someone conferring while 
a question is pending and after a question has been 
answered, as I’m sure you both well know. 

MR. HADDON: None of that has been done. 

MR. GIUFFRA: Okay. That’s fine. Okay. 

Let’s start again with the questions. 

BY MR. GIUFFRA: 

Q Mr. Lyons, have you ever reviewed the — 
any of the financial disclosure forms Governor 
Clinton filed in connection with the ’92 Presidential 
campaign? 

A I have, yes. 

Q Okay. Are you aware that on that 
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disclosure form there is a provision made for the 
disclosure of liabilities? 

A I believe there is. 

Q Okay. Do you recall any discussion with 
regard to whether the President’s investment in 
Whitewater Development Corporation should be listed 
as a liability on his 1992 Presidential campaign 
disclosure form? 

A No, 1 really don’t. 

Q Do you recall any discussion during the ’92 
Presidential campaign of a loan that the President 
had with the Perry County Bank in Perryville, 

Arkansas? 

A 1 remember that such an obligation existed. 

Q Do you recall anything further about this 
obligation and its disclosure on then-Govemor 
Clinton’s financial disclosure form in 1992 or ’91? 

A I know it was amended or 1 believe it was 
amended in 1992 but I don't have those documents in 
front of me. 

Q Do you recall any discussion, though, about 
the process by which the financial disclosure form 
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was amended to reflect the Perry County loan? 

A No. 

Q Okay. And again your testimony with regard 
to Whitewater would be you don’t recall any 
discussions regarding the amendment of the Governor’s 
disclosure forms to reflect his investment either as 
an asset or a liability in Whitewater Development 
Corporation? 

A As 1 think 1 told you, I remember that an 
amendment or a supplement was prepared and filed but 
1 don’t remember the discussions surrounding it. 

Q Okay. During the ’92 Presidential 
campaign, did you discuss, did you ever discuss with 
Governor Clinton his investment in Whitewater 
Development Corporation? 

A Yeah. Yes. 

Q Okay. What do you recall about the 

substance of those discussions? 

A Basically set out in the notes that I 
provided you and provided to the Office of 
Independent Counsel and the Justice Department. I 
really don’t have much better recollection than that. 
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Q Okay. I think what we may do is at a later 
deposition, we’ll go through those notes with you 
being present. That probably makes the most sense. 

MR. HADDON: You have them here by Bates 
number if you want to do it in this format. 

MR. GIUFFRA: I don’t think this is a 
suitable format to probably go through the notes. 

BY MR. GIUFFRA: 

Q Let me ask another question. Did you also 
discuss with Mrs. Clinton the — her and Governor 
Clinton’s investment in the Whitewater Development 
Corporation? 

A Yes. 

Q Do you recall anything about the substance 
of those conversations? 

A Basically the same answer. My notes would 
be helpful to me in refreshing my recollections about 
those things but 1 do recall having discussions with 
her about that. 

Q Okay. Maybe the thing to do is - what 
we’ll do is let’s try to move into events that 
occurred for the most part in ’93 and ’94 which are 
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the focus of the very upcoming hearings, and we will 
come back to this the ’92 campaign at a later point. 

MR. COLE: And 1 would note for the record 
that that was at least my understanding of what we 
were going to do here today, and that’s why I was 
amenable to the idea of telephone deposition. So 
hopefully we can accomplish that and then, if 
necessary we could later have a face-to-face 
deposition at a later time. 

MR. GIUFFRA: It’s just — I think it is 
too much to deal with by the telephone. 

MR. HADDON: We reserve our objections to 
having multiple depositions too. 

MR. GIUFFRA: If you want to reserve your 
objection 1 think what I probably would do right now 
is just cancel the deposition and have a subpoena 
issued for Mr. Lyons to come to Washington next week. 

MR. HADDON: We wouldn’t be there because 
I’m out of the country and I think he’s otherwise 
engaged. But why don’t you talk now. We do have all 
of these documents in front of us by Bates stamp 
number 1 think it is pretty easy to make reference to 
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MR. GIUFFRA: Mr. Cole. Let Mr. Cole speak 
for the record now. 

MR. COLE: Well, what I would suggest doing 
is focusing this deposition on the subjects that are 
set for the upcoming round of hearings, and I don’t 
know that we have the time available today or the 
circumstances are appropriate for reviewing all the 
documents. I just don’t think that we could do that 
in this deposition. 

MR. GIUFFRA: You produced how many pages 
of documents, Lance? 

MR. COLE: Hundreds if not thousands. 

MR. GIUFFRA: And I don’t think doing this 
by telephone deposition by 5:40 in the afternoon 
Eastern time is conducive to a proper deposition. I 
would also note for the record that witnesses have 
come from as far as California for depositions and I 
think that is probably the appropriate way to do 
this. So why don’t we try to deal with the ’93, ’94 
issue. 


If you want to object to having a second 

30 

deposition my inclination would be just to stop at 
this point and then if necessary get a subpoena and 
have you come, you know, next week. 

MR. HADDON: We are not available next week 
but why don’t you proceed. 

MR. COLE: I also think Mr. Lyons is not 
the only witness who may be called for more than one 
deposition. In fact we’ve already had some witnesses 
who have been deposed twice. So this is not a unique 
issue and I think it’s one that we needn’t try to 
resolve on the record today. 

MR. GIUFFRA: I’m not going to proceed if 
Mr. Haddon doesn’t agree to a later deposition. 

Where we can actually do this face to face because 
we’re doing this as an accommodation to Mr. Lyons. 

If that’s not acceptable, you know, the Senate 
obviously has its legal responsibility and, you know, 
we will get a subpoena and if you, you know, don’t 
want to comply with the subpoena then we can try to 
enforce the subpoena. 

MR. HADDON: Why don’t you proceed. 

MR. GIUFFRA: Do you have an objection to a 
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later deposition? 

MR. HADDON: At this point. 

MR. GIUFFRA: Not at this point. Either 
yes or no, that’s the answer I’m looking for. You 
could give me a yes or a no answer. Do you have an 
objection to a later deposition in view of the fact 
that doing this by telephone is not a suitable way of 
going through thousands of pages of documents? 

MR. HADDON: I don’t agree with your 
characterization and I think you are being 
argumentative, but we understood from the beginning 
that there would likely be another deposition with 
respect to I would characterize as Whitewater issues 
so 1 think you are wasting a lot of time squawking 
about the telephone. Why don’t you proceed. 

BY MR. GIUFFRA: 

Q Okay. 

MR. HADDON: But. 

BY MR. GIUFFRA: 

Q Mr. Lyons, during the later half of 1992 ~ 
strike that. 

During the campaign, did you gather 
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documents relating to Whitewater Development 
Corporation? 

A Yes. 

Q We could barely hear that one. 

A Yes. 

Q Okay. After the election, did you have any 
discussion with anyone about the disposition of those 
documents that you had collected regarding the 
Whitewater Development Corporation during the ’92 
campaign? 

A I’m sure I did, basically the documents and 
records which I had -- basically the documents and 
records which I had collected — I kept copies of the 
documents and records which I used after the, after 
the campaign. 

Q Did you provide copies of any of those 
documents to anyone? 

A Well, I provided them under subpoena to the 
Department of Justice, to the Office of Independent 
Counsel on at least two occasions, some copies were 
provided of materials to Congressman Clinger’s 
committee and of course I provided documents to your 
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committee. 

Q Have you provided us with a complete set of 
the documents that you now have in your possession, 
custody or control relating to Whitewater Development 
Corporation? 

A No, I have not. 

Q And why have you not provided us with a 
complete set of those documents? 

A They’ve not been asked for. 1 provided 
those documents which are responsive. I’ve also 
given a complete set of the documents to David 
Kendall which he in turn as I understand it provided 
to you as well. 

Q I just don’t understand how given the 
breadth of the documents called for by the subpoena 
that the documents that you had on Whitewater 
Development Corporation would not be responsive? 

A That wasn’t the question. 1 didn’t 
understand or at least I didn’t understand it to be 
the question. 1 thought you asked for campaign 
documents. Your question called for campaign 
documents. 
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Q We didn’t delineate between campaign and 
noncampaign documents? 

A The Whitewater documents which 1 had have 
been provided to your committee and the Department of 
Justice, to the Office of Independent Counsel, and to 
the House of Representatives as well as to 
Mr. Kendall. 

Q And have you provided them to us? 

A Yes. 

Q Okay. What about the campaign documents 
that you gathered -- your campaign-related documents? 

A No, I’ve not provided those. 

Q And what is the grounds for not providing 
those documents to the committee? 

A First of all they had not been asked for, 
and secondly in many cases relate to other matters 
which are privileged. 

MR. COLE: For the record, Mr. Giuffra’s 
question I believe relates to campaign documents 
concerning or relating to the Whitewater Development 
Corporation as opposed to any other campaign 
documents that you might have; is that correct, 
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Mr. Giuffra? 

MR. GIUFFRA: That’s correct. 

BY MR. GIUFFRA: 

Q And Fm wondering whether all documents you 
have that were prepared or created during the ’92 
Presidential campaign and that relate to Whitewater 
Development Corporation have been turned over to the 
Senate Banking Committee? 

A Yes, either by me or by Mr. Kendall. 

Q Okay. So what you are saying is that there 
are documents that were created during the campaign 
not relating to Whitewater that you haven’t turned 
over? 

A That’s true. 

Q Okay. That’s all I wanted, a point of 
clarification. 

All right. Did you discuss -- strike 

that. 

Did you provide any documents in late 1992 
relating to Whitewater to Webster Hubbell? 

A No, I don’t believe so. 

Q Did you provide any documents in late 1982 
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to Vincent Foster relating to Whitewater? 

A Yeah, I probably did. To the extent he 
didn’t already have a copy of the report which I had 
written 1 may have provided it to him in the fall of 
19 - or late fall of 1992. 

Q Do you recall providing any other documents 
to Mr. Foster? 

A Relating to Whitewater? 

Q Yes. 

A No, I don’t. 

Q Did you provide any documents relating to 
any other subject to Mr. Foster in late 1992 that to 
the best of your knowledge he brought with him to 
Washington? 

A I don’t know if he brought them to 
Washington with him or not. During - after the 
election and before the inaugural, 1 served as 
counsel to — one of several, to the office of the 
President elect and to the vice president elect and 
Mr. Foster was serving in the same capacity. We had 
fairly regular contact and communications, not about 
Whitewater. 
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Q Do you recall any discussion during the 
period of transition regarding Whitewater? 

A 1 recall a discussion in connection with 
putting the — or series of discussions perhaps in 
terms of putting the President and Mrs. Clinton’s 
assets into a blind trust during the term of his 
presidency and in that connection I suspect we 
probably talked about what to do about Whitewater. 

Q Do you recall anything about those 
discussions regarding what to do about Whitewater? 

A I think our view was to try to sell it, my 
view and Mr. Foster’s. 

Q Do you recall any discussion with President 
Clinton about selling his interest in Whitewater 
Development Corporation? 

A Not specifically, no. I don’t. 

Q Generally? 

A No, I really can’t say that 1 did. 

Q Do you recall any discussions with 
Mrs. Clinton about selling the First Couple’s 
interest in Whitewater Development Corporation? 

A No, not specifically. 
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Q Generally? 

A Well, it was an option. I mean there were 
a number of assets and things that needed to be dealt 
with. And I feel fairly confident it probably came 
up. What was said by whom, I just don’t remember. 

Q So your testimony to summarize would be 
that you recollect some discussion with Mrs. Clinton 
about selling the Whitewater investment? 

A No, that isn’t what I said, Counselor. 

What 1 said was we may have discussed it. I have no 
general — no specific recollection. 

Q Okay. All right. Between January 20, 1993 
and July 20, 1993 did you have any discussions with 
Vincent Foster about Whitewater Development 
Corporation? 

A Yes. 

Q Okay. Could you please state for the 
record the substance of those discussions — strike 
that. 

When do you recall discussing Whitewater 
Development Corporation with Vincent Foster between 
January 20, ’93 and July 20, ’93? 
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A I recall discussions with Vince about 
closing of the interest in Whitewater and part of 
that being that tax returns that had not yet been 
filed for Whitewater were in fact properly prepared 
and filed in a prompt fashion. 

Q Do you recall approximately how many 
communications you had with Mr. Foster about 
Whitewater Development Corporation during the period 
when he was deputy counsel to the President? 

A No. 

Q Do you recall whether it was, you know, 
more than five or less than five? 

A No. 

Q Was this a frequent ~ strike that. 

Between January 20th, 1993 and July 20, 

1993, were you in frequent contact with Mr. Foster? 

A I’m not sure I know what you mean by 
frequent, but we talked fairly regularly. 

Q About how regularly? 

A Oh, I don’t know. 

Q Once a week? Twice a week? Once a month? 

A Oh, it would be more than once a month 
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generally. 

Q Okay. Would it be more than once a week? 

A 1 don’t think so. Generally. There may 

have been times when we talked more than once a week 
but I don’t think that was a — what you could 
characterize as a general practice. 

Q Okay. Prior to Mr. Foster’s death, do you 
recall discussing Whitewater Development 
Corporation — strike that. 

Between January 20, ’93 and July 20, 1993, 
do you recall discussing Whitewater Development 
Corporation with Bruce Lindsey? 

A Yes. 

Q And what do you recall about your 
discussions with Mr. Lindsey about Whitewater 
Development Corporation? 

A The same sort of general discussion as 1 
had with Vince about what to do with it. 

Q What do you — do you recall anything about 
the substance of your communication with Mr. Lindsey 
during this period? 

A Other than that, no, 1 really don’t. 
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Q During the same period, January 20, ’93 and 
July 20, ’93, do you recall any discussions with 
Webster Hubbell about Whitewater Development 
Corporation? 

A No. 

Q Do you know if you ever spoke to Webster 
Hubbell about Whitewater Corporation at any time? 

A Well, I’m sure 1 have. 

Q But you — your testimony is that you don’t 
recall speaking with him during the January 22-July 
20 period, 1993? 

A No, I just don’t recall specific 
discussions with him. It may have come up but I have 
no specific recollection of any discussion with him 
about that. 

Q All right. Between January 20, 1993 and 
July 20, 1993, do you recall any discussions about 
Whitewater Development Corporation with Bernard 
Nussbaum? 

A No, I don’t. 

Q Have you ever discussed Whitewater 
Development Corporation with Bernard Nussbaum? 
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A Yes. 

Q Okay. When do you recall discussing 
Whitewater Development Corporation with Bernard 
Nussbaum? 

A On a number of occasions basically in the 
fall and early winter of 1993 and 1994. 

Q In what context do you recall speaking with 
Mr. Nussbaum about Whitewater Development Corporation 
during the fall and winter of 1993, 1994? 

A I don’t know what you mean in what context. 

Q Do you recall why you were speaking to 
Mr. Nussbaum about Whitewater Development Corporation 
in the fall and winter of ’93 and ’94? 

A Well, the question of the Whitewater 
Development Corporation basically was resurrected by 
the press sometime in the summer or thereabouts of 
1993. It had become something of a news item if not 
an issue and I would suspect it was in that regard 
that I had conversations with Mr. Nussbaum. 

Q Do you recall whether Whitewater 
Development Corporation became an issue with the 
press prior to Mr. Foster’s death or after 
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Mr. Foster’s death? 

A I think it was after. 

Q Do you recall approximately how soon after 
Mr. Foster’s death Whitewater Development Corporation 
became an issue with the press? 

A No, I really don’t. In my mind and memory 
it coincides with the indictment of a fellow named 
David Hale and I don’t remember exactly when — or on 
the impending reports of n indictment about him in 
the press I just don’t remember exactly when that was 
but my recollection, best recollection, is it was 
sometime in the summer of ’93. 

Q Okay. 

A I just can’t tell if it was before or 
after. 

Q Okay. When was the first time you ever 
heard the name David Hale? 

A When I read a press story about him. 

Q Do you recall when you might have read that 
press story? 

A Sometime in the summer of 1993. 

Q And do you recall the newspaper you would 
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have read this press story in? 

A No. Wire service report. 1 just don’t 
remember. 

Q You were aware, are you not, that Mr. Hale 
was the head of something called the Capital 
Management Service. 

A I am now, yeah. 

Q Okay. And to the extent that you have any 
documents relating to Mr. Hale or Capital Management 
Services, they have been provided to the committee? 

A 1 don’t but — 

Q But you understand that the subpoena calls 
for such documents? 

A I understand that. 

Q Okay. During the summer of 1993, did you 
discuss David Hale with Wayne Kennedy? 

A I don’t think so. 

Q Have you had a discussion with - strike 

that. 

Do you know a man named Randy Coleman? 

A No. 

Q Have you ever heard of the name Randy 


41-381 97-2 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6612 


45 

Coleman? 

A I understand him to be or to have been 
Mr. Hale’s lawyer. That’s all 1 know about him. 

Q Have you ever spoken to anyone about the 
fact that Mr. Coleman contacted Mr. Kennedy in the 
summer of 1993 with regard to David Hale? 

A I don’t think so. 

Q And it would be your testimony that you 
never spoke to Mr. Kennedy about the fact that 
Mr. Coleman had contacted Mr. Kennedy about — with 
regard to David Hale? 

A I’m not sure I understand your question. 

Q Let me rephrase it. It’s hard to do things 
by this telephone. AH right. Have you ever spoken 
with Mr. Kennedy about any phone call that he 
received from Mr. Coleman regarding David Hale? 

A No, not that 1 can — no. 

Q All right. Have you ever spoken with 
Webster Hubbell about any phone call that Mr. Hubbell 
received from Mr. Coleman? 

A I don’t think so. 

Q Okay. All right. I would like to call 
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your attention to a document that hopefully you all 
will be able to get a copy of there. It bears the 
Bates number JML 2432? 

A 432. 

Q Yeah. 

A I have it. 

Q Okay. 1 would like you to look at 2432 and 
2433. 

A All right. 

Q Okay. Have you ever seen this document 
before? 

A Yes. 

Q Okay. Just for the record, this is a fax 
cover sheet from Les Patten to you, James Lyons, 
dated 9/23/93 and the date - the time of it is 1142 
hour, l presume, a.m. 

A I hope it was a.m. Yes. 1 used to work in 
New York so that would be just when business is 
starting in New York at night. 

Q Who is Les Patten? 

A Les Patten is a certified public accountant 
and financial consultant in Denver, Colorado. 
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1 Q Okay. And what is the nature of your 

2 relationship with Mr. Patten? 

3 A He’s a friend of mine and we have had a 

4 professional relationship for a number of years. 

5 Q And in connection with the 1992 

6 Presidential campaign, did Mr. Patten provide any 

7 services to the campaign of then Governor Clinton? 

8 A Yes, he did. At my request he did a 

9 financial reconstruction of Whitewater Development 

10 Corporation from the then available books and 

1 1 records. 

12 Q Okay. Do you have any recollection as to 

13 why Mr. Patten was sending you this fax on September 

14 23rd, 1993? 

15 A No, other than the fact that we were 

16 attempting at that time to respond to a - excuse me, 

17 various press inquiries that were being made. 

18 Q What do you recall about those press 

19 inquiries? 

20 A There were some questions being asked about 

21 the work that we had done and we were trying to 

22 provide answers as we were directed to do. 
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1 Q And whom were the press inquiries coming 

2 from? 

3 A Well, I recall dealing with several 

4 reporters at the Washington Post. I also recall a 

5 conversation, more than one, with someone from the 

6 Chicago Tribune, the Associated Press and the L.A. 

7 Times and others. I am really trying to understand 

8 our report. 

9 Q So the inquiries had to do with the report 

10 that you had prepared during the 1992 Presidential 

1 1 campaign with regard to the President and 

12 Mrs. Clinton’s investment in Whitewater Development 

13 Corporation? 

14 A That would be my best recollection as to 

15 why Les would have done this. 

16 Q Do you recall whether you would have been 

17 speaking to anyone at the White House with regard to 

18 these press inquiries? 

19 A Not aside of Bruce Lindsey. 

20 Q Was Mr. Bruce Lindsey your primary point of 

21 contact with regard to these press inquiries in the 

22 ’93 period? 
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A I think that is a fair characterization. 

Q Was there anyone else at the White House 
you would have been interacting with in regard to 
these Whitewater press inquiries? 

A I may have talked to a John Podesta, excuse 
me, and perhaps others but principally my 
conversations along these lines would have been with 
Mr. Lindsey. 

Q Since January 20th, 1993 what has been the 
extent of your contact with President Clinton? 

A With regard to Whitewater? 

Q Just generally. 

A I see him from time to time. I talk to him 
from time to time. 

Q Would you say that you speak with the 
President on a monthly basis or less than a monthly 
basis? 

A In a month, some months more than others. 

Q So more than once a month on average? 

A Well, I wouldn’t say that. Some months I 
don’t talk to him at all. 

Q How frequent is your contact on average 
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with Mrs. Clinton? 

A I probably see her and have contact with 
her a little less frequently than I do with him. 

Q So less than, less than once a month? 

A If that. Again it depends on the month. 

There may be months when it may be a number of times 
and may be months when it is relatively few if at 
all. 

Q Have you ever spent the night at the White 
House? 

A I have. 

Q How many times approximately? 

A Three or four. 

Q Do you recall the approximate dates upon 
which you would have spent the night at the White 
House? 

A Not off the top of my head, no. 

MR. COLE: I have a question, Mr. Giuffra, 
about this line of question as to how it relates to 
the subject matter in Senate Resolution 120. 

MR. GIUFFRA: Just trying to ascertain the 
nature of Mr. Lyon’s relationship with President and 
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1 Mrs. Clinton. 

2 BY MR. GIUFFRA: 

3 Q Just before we go further let me ask you a 

4 couple of questions. At the time of Vincent Foster’s 

5 death, did you have discussions with anyone about 

6 documents contained in his office? 

7 A No. 

8 Q All right. Did you ever speak to 

9 Mr. Nussbaum about the procedures that ~ strike 

10 that. 

1 1 Did you ever ~ strike that. 

12 It will be your testimony that you never 

13 spoke to Bernard Nussbaum about documents contained 

14 in Mr. Foster’s office? 

15 A No, and that wasn’t the question that you 

16 asked me. I recalled speaking with Bemie after, 

17 some weeks after Vincent’s death about what he had 

18 done in order to provide access to the investigators 

19 to Vincent’s files and offices. 

20 Q And what did he say to you about what he 

21 had done to provide access to the investigators to 

22 Vincent’s files and office? 
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1 A I remember that he described the procedure 

2 which had already been publicly reported. 

3 Q So you had no role in — strike that. 

4 Prior to search that was conducted — 

5 strike that. 

6 A You’re asking me if I was involved in the 

7 events surrounding the search of Vincent’s death 

8 after his suicide. The answer is no. 

9 Q Okay. So you never discussed - let me ask 

10 another question. 

1 1 On January 21st, 22nd, or 23rd, did you 

12 speak to Mr. Nussbaum. 

13 MR. COLE: Do you mean July? 

14 MR. GIUFFRA: July, excuse me. 

13 THE WITNESS: Do you mean July? 

16 BY MR. GIUFFRA: 

17 Q Yes. July 20th through 22nd, 1993 did you 

18 speak to Mr. Nussbaum? 

19 A I think I did. 

20 Q What do you recall about your discussions 

21 on July 20th, 21st, or 22nd, 1993 with Mr. Nussbaum? 

72 A I recall having discussions with him at 
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1 Vince Foster’s -- 

2 Q At the funeral - we can’t hear you. 

3 A Yes. 

4 Q I think the funeral was later than July 

5 22nd? 

6 A That’s the first time I recall talking to 

7 Bemie after Vincent’s suicide. 

8 Q Have you ever had any discussions with 

9 Susan Thomases about documents contained in 

10 Mr. Foster’s office? 

11 A No. 

12 Q Have you ever had any discussions with the 

1 3 First Lady about the documents contained in 

14 Mr. Foster’s office? 

15 A No. 

16 Q Have you ever had any discussions with 

17 Maggie Williams about the documents contained in 

18 Mr. Foster’s office? 

19 A No. 

20 Q Have you ever had any discussions with 

21 President Clinton about the documents contained in 

22 Mr. Foster’s office? 
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1 A No. 

2 Q The answer is no? 

3 A The answer is no. 

4 Q Have you ever had any discussions with 

5 Bruce Lindsey about documents contained in 

6 Mr. Foster’s office? 

7 A Yes. 

8 Q And what do you recall about your 

9 discussions with Mr. Lindsey about documents 

10 contained in Mr. Foster’s office? 

1 1 A They were discussions probably months after 

12 the events. 

1 3 Q And what was the substance of the 

14 communication you had with Mr. Lindsey about 

15 documents contained in Mr. Foster’s office? 

16 A 1 don’t remember. 1 think it was a -- it 

17 may have come up in conversations we were having. 

18 Q Do you recall how it came up in 

19 conversations you were having? 

20 A No, 1 don’t recall. 

21 Q Do you recall anything about the substance 

22 of those communications between yourself and 
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Mr. Lindsey with regard to documents contained in 
Mr. Foster’s office? 

A Other than what I told you, no, I do not. 

Q Turning your attention to, again back to 
JML 2432, JML 2433, the document contained on page 
2433, do you remember when that was prepared? 

A No. I didn’t prepare it. 

Q Did you direct Mr. Patten to prepare it? 

A I probably asked him to do it. 

Q Do you know whether you asked him to 
prepare the document during the 1992 Presidential 
campaign or after that? 

A No, it would have been after. 

Q Was this document prepared in the summer of 
1993? 

A No, 1 don’t remember. It bears a date of 
September 23rd and 1 assume that it was prepared at 
or about that time. 

Q And do you recall anything about the 
circumstances under which you would have asked 
Mr. Patten to prepare this document? 

A Other than what I’ve already told you, no. 
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Q You have haven’t really said anything about 
the circumstances under which you prepared the 
document? 

A Not correct. I told you I thought it was 
prepared to respond to press inquiries. That was and 
is my answer. 

Q Do you recall anything more about the 
circumstances under which this document was prepared'? 

A No. 

Q Do you recall if Mr. Lindsey asked you to 
prepare this document? 

A No, 1 don’t recall. 

Q Let me direct your attention to page 2433, 
top right-hand margin, it says Madison Marketing. 

What does that refer to? 

A Madison Marketing was I recall an affiliate 
of Madison Guaranty insofar as it was either 
controlled or operated by Ms. Susan McDougal. 

Q Was Madison Marketing the same as an entity 
called Master Marketing? 

A I don’t know. 

Q Have you ever heard of an entity called 
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1 Master Marketing? 

2 A I have. 

3 Q What do you know about Master Marketing? 

4 A It was an entity that at one point, as I 

5 recall, had some relationship, by virtue of an 

6 advance or more than one advance to Whitewater 

7 Development Corporation. 

8 Q We can’t hear you. 

9 A It may have been Madison Marketing. I 

10 really don’t recall much about Master Marketing. 

1 1 Q Could it be that Master Marketing and 

12 Madison Marketing are the same entity? 

13 A It could be. 

14 Q Sitting here today, would that be your best 

15 recollection? 

16 A That would be a guess. 1 don’t think I 

17 would dignify it by calling it a recollection. 

18 Q So you are not sure whether Master 

19 Marketing and Madison Marketing are separate; 

20 correct? 

21 A I’m not sure if they are separate or the 

22 same. 
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1 Q Sitting here today, what is depicted on 

2 this analysis on page 2433, what sort of a summary is 

3 it? 

4 A As it says, it is a summary of transactions 

5 with McDougal and Madison Marketing for the fiscal 

6 year or fiscal period indicated May 31, ’85 and ’86. 

7 Q And what -- this is one of the difficulties 

8 with doing this by telephone. What is indicated to 

9 you under the heading Madison Marketing 0 and then it 

10 says 5566.39 going down. If you could just sort of 

1 1 to the best of your ability. 

12 A What it indicates to me is that there was 

13 money from Madison Marketing that was advanced to 

14 Whitewater Development Corporation in 1984. 

15 Q And this is in November of 1984? 

16 A That’s what the exhibit indicates, yes, and 

17 that it was repaid in May of 1986 so that by fiscal 

18 year end 1986 there was no money due and owing from 

19 Whitewater to Madison Marketing. 

20 Q Do you recall any discussions during 1993 

21 about Madison Marketing? 

22 A Not specifically, no. 
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Q Okay. Okay. If you could just, if you 
could, provide a similar analysis of the right-hand 
column under the heading James B. McDougal? 

A What it suggests to me is that as of the 
beginning date which is May 31st, 1984, had loaned or 
advanced to Whitewater Development Corporation some 
$1381. He made additional advances of 200,280 and 
$400 as indicated from Whitewater. Characterized as 
a repayment of $25,000. With the result that as of 
the end of that fiscal year according to the source 
materials that was used for this exhibit was owed by 
Whitewater some $22,738.60 the next year it appears 
he made advances to Whitewater of $1500, $1200, 

$7500, and $17,183.58. He made withdrawals or 
repayments totaling $500 so that the net balance was 
$4144.98 as of May 31st, 1986. 

MR. COLE: Let’s go off the record for a 
moment. The court reporter needs to change the tape 
here. 

MR. HADDON: Do you have any idea how much 
longer we’re going to be, by the way? 

MR. COLE: Probably another hour at least. 
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(Discussion off the record.) 

BY MR. G1UFFRA: 

Q Mr. Lyons, when did you first learn that 
Mr. Hale was indicted? 

A Sometime in the summer of 1993. 

Q Do you think you learned the same day he 
was indicted? 

A I beg your pardon? 

Q Do you think you learned on the same date 
that he was indicted? 

A 1 don’t know. 

Q Do you recall who told you that Mr. Hale 
had been indicted? 

A 1 think I read it in the press. 

Q Okay. Do you — do you know whether there 
is any connection between this analysis that 
Mr. Patten prepared and the indictment of David Hale? 

A No. 

Q There isn’t? 

A 1 don’t believe there is. 

Q Okay. When did you first learn of RTC 
criminal referrals relating to Madison? 
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1 A Sometime in early October of 1993. 

2 Q How did you learn of RTC criminal referrals 

3 relating to Madison? 

4 A Either Jim Blair or Loretta Lynch called me 

5 to tell me that Jeff Gerth of the New York Times had 

6 contacted both of them. 

7 Q Okay. Who was Mr. Blair? 

8 A Blair is a lawyer in Arkansas. 

9 Q And he - where is he employed? 

10 A I think he has a law firm in Springvale, 

1 1 Arkansas but he also, I think, serves as the general 

12 counsel to Tyson’s Foods. 

13 Q What role, if any, has - strike that. 

14 What role, if any, has Mr. Blair played in 

15 connection with the Clintons’ investment in 

16 Whitewater Development Corporation? 

17 A Mr. Blair was generally our contact with 

18 Mr. McDougal, Mr. McDougal’s lawyer, a fellow named 

19 Sam Heuer. 

20 Q When to your knowledge did Mr. Blair first 

21 have any role with regard to Whitewater Development 

22 Corporation? 
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1 A Well, he was probably involved when the 

2 issue first came up back in — during the campaign. 

3 Q Did - at that time what actions, if any, 

4 did Mr. Blair take concerning Whitewater Development 

5 Corporation? 

6 A He assisted, as 1 said, in gathering 

7 information and facts so that we could hopefully 

8 reconstruct the affairs of Whitewater. 

9 Q Did he make contact with Mr. Heuer in order 

10 to obtain the documents that Mr. McDougal might have 

1 1 in his possession relating to Whitewater? 

12 A I think he did. Principally he would 

13 contact Heuer when we had questions that we hoped 

14 Mr. McDougal would be willing to answer. 

15 Q So he sort of acted as a go-between between 

16 the campaign and Mr. McDougal? 

17 A I think he was more than that. Ethically 

18 we could not contact Mr. McDougal directly because he 

19 was represented by counsel. Mr. Blair knew Mr. Heuer 

20 and we thought it was frankly the most convenient way 

21 to the communicate. 

22 Q So the communications went from Mr. Blair 
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to Mr. Heuer? 

A I think that is right. Loretta Lynch may 
have had some contact with Sam Heuer as well, but 
principally, at least in my recollection, it was Jim 
Blair who did that. 

Q Have you ever met James McDougal? 

A No, I never have. 

Q Do you know whether Mr. Blair met with 
Mr. McDougal during the course of the 1992 
Presidential campaign with regard to Madison or 
Whitewater? 

A Without Mr. Heuer? 

Q No, with Mr. Heuer being present? 

A I don’t know. I know he met with and 
talked to Sam Heuer. He may have also met with and 
talked to Mr. McDougal. 

Q But you have no knowledge as to whether he 
actually did speak with Mr. McDougal? 

A No, I don’t. 

Q Okay. Now, it is your testimony that you 
learned of RTC criminal referrals relating to 
Madison/Whitewater in October of 1993; correct? 
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A That’s right. 

Q And you would have learned from Mr. Blair 
and/or Loretta Lynch? 

A Who in turn had been informed by Jeff 
Gerth. 

Q And Loretta Lynch played a role with regard 
to Whitewater during the campaign? 

A That’s right. 

Q Where was she employed in 1993? 

A I believe she was with a law firm in 
San Francisco. 

Q Okay. At the time of the Patten fax of 
September 23, 1993, you were unaware of RTC criminal 
referrals relating to Madison? 

A Yes. 

Q And again — strike that. 

Did you send the analysis which is attached 
to the Patten fax to anyone? 

A 1 may have faxed it, yeah. 

Q Do you recall who you might have faxed it 
to? 

A Yeah, there may be a fax number in the 
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upper right-hand comer of JML 2432. 

Q Yeah, I can’t really read that very 
closely. It appears to be 202-456, I think, and then 
some numbers. 

A Yeah. Well, my copy says 202-456-6703. 

Q And whose fax number is that, to the best 
of your knowledge? 

A I don’t know, but it may be — it may be 
Bruce Lindsey’s. 

Q Is that your belief? 

A The White House prefix — no, I don’t 1 
don’t know. I could check. 

Q Do you have any recollection of ever 
speaking to Mr. Lindsey about the analysis which is 
attached to the Patten fax dated September 23, 1993? 

A No, but I may very well have. 

Q Do you recall any discussions with anyone 
about the Patten fax of 9/23/93 including its 
attachment? 

A I talked to Mr. Patten about it but I don’t 
have any specific recollection, no. 

Q If you could turn — again, this is a 
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difficult telephonic problem but let’s see if we can 
do it. There are some documents which bear Bates 
number I believe 2592 and 2593. There is some 
notes. 

A I got it. Yes, I have them. 

Q These documents were produced, 1 believe, 
in an October 2nd cover letter that you sent to the 
Committee? 

A All right. I’ll accept that 
representation. 

Q Do you recall how you located these 
additional documents? 

A Not specifically, no. 

Q Do you have any recollection as to why they 
weren’t included in the initial production that you 
sent to the Committee on September 27th, 1995? 

A That was just overlooked. 

Q Okay. And you are now in the process of 
ascertaining whether there are any other documents 
that might be responsive to the Committee’s subpoena? 

A Yes, I want to respond to this letter that 
I received. 
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Q If you could start at the top of the page 
bearing Bates number 2592 and just try to reconstruct 
your handwriting for us, what your notes say. 

A Yes. It has a date of October 5th, of 
10/5/93. In the margin is written ’’(Blair)" and then 
says "Sam Heuer (Ishkoff).” 

Q And at top it says "WDC." That’s 
Whitewater Development Corporation? 

A Yes. 

Q Are you someone who takes notes on a 
frequent basis? 

A No. I can’t say it is frequent. 

Q Okay. Mr. Heuer was — 

A Heuer. 

Q He was Mr. McDougal’s attorney; correct? 

A Right. 

Q What does the notation "(Ishkoff)” refer 
to? 

A I believe this is the reference to a call 
that Heuer got from Ishkoff, who is a reporter at The 
Washington Post, that Heuer was in turn relaying to 
Blair. 
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Q Just read through your notes for us. 

A It says "International Paper, McDougal, put 
in certain co," which I think means company, "and WDC 
by mistake." 

Q We missed after you said "company." The — 

A "Put in WDC by mistake," and there is arrow 
which in my note would mean transfer or move to, 

"Great Southern Land Company." 

Q What does this indicate to you, this 
notation? 

A Well, as best as 1 can recollect, there was 
acquisition reported by the press of some property 
owned by International Paper Company McDougal, as 1 
remember, sometime in 1986 put into Whitewater 
Development Corporation for a period of time and then 
transferred out before year end to Great Southern 
Land Company, which was another company that he 
controlled. 

Q Do you have any knowledge as to whether the 
Clintons were aware of this transaction? 

A The Clintons were not aware of this 
transaction. 
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Q To the best of your recollection, why was 
the press interested in learning more about this 
transaction? 

A Well, as I remember, they had done some 
research on their own and a record search in Pulaski 
County had uncovered Whitewater Development 
Corporation involved in real estate transaction with 
International Paper Company sometime, as 1 remember, 
in the fall of 1986. 

Q Okay. We missed the last sentence. 

A The press wanted to know about it. 

Q Let’s go to the next notation. What does 
that refer to? 

A It says "Jack Files." 

Q "Jack Files"? 

A Yeah. 

Q Who is Jack? 

A Let me read it all and then I’ll try to 
explain it to you as best as I can recall. It says 
"Jack Files ~ during trial — GSL files — Great 
Southern Land not make payments foreclosed, purchased 
Phoenix Mortgage, Grand Lassiter — principal." 
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Q Okay. What does that refer to? 

A As best as I recollect Jack Files was 
somehow an associate of McDougal’s who during the 
time that Mr. McDougal was involved in a criminal 
defense trial which, as I remember, was sometime in 
the fall of 1986, had been asked to look after 
Mr. McDougal’s affairs and the Great Southern Land 
Company files. Great Southern Land did not make the 
payments to International Paper, who foreclosed, and 
the property was apparently purchased by Phoenix 
Mortgage at the foreclosure. There was some notation 
that Lassiter, and I believe that to be a reference 
to Dan Lassiter, was a principal. 

Q And who is Dan Lassiter? 

A Well, 1 never met him. He is and was a 
principal in an investment brokerage company, as I 
remember, in Little Rock or an investment banker of 
some kind. 

Q Have you ever discussed Dan Lassiter with 
President Clinton? 

A No. 

Q Have you ever discussed Dan Lassiter with 
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Mrs. Clinton? 

A No. 

Q Have you ever discussed Dan Lassiter with 
Bruce Lindsey? 

A Probably. 

Q And what do you recall about any 
discussions you might have had about Dan Lassiter 
with Bruce Lindsey? 

A I don’t recall any discussions with him 
specifically. 

Q Do you recall any discussions about Dan 
Lassiter during the 1992 campaign? 

A No, 1 don’t recall any such discussions. 

Q Okay. Why don’t you read the next 
notation. 
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A It’s "MB exclamation, nota bene. Clinton 
is not involved in above." Goes on to say "why 
McDougal purchased WDC," question mark, "tiny cash 
flow, NOL, no value to McDougal." 

Q What does that refer to? 

A Well, as best as I can remember, the 
question was whether McDougal had used WDC to make 
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this purchase of basically unrelated property in 
Pulaski County against the expectation that he could 
turn it for a profit and shelter the profit by having 
used the net operating loss of Whitewater Development 
Corporation. 

Q Okay. What is the next notation? 

A Says "Foster see that WDC tax returns were 
prepared." 

Q And what does that refer to? 

A That was the fact that Vince had undertaken 
to see that the tax returns for Whitewater 
Development Corporation were being prepared and filed 
as part of the Clintons’ disposition of their 
interest in Whitewater. 

Q And just so that the record — we haven’t 
got this from you. When was he involved in trying to 
put together the Whitewater Development Corporation 
tax return? 

A I think all he did was provide the 
material, including my report, to the Clintons’ 
accountant, a woman named Redden. I think she 
prepared the returns which were then delivered to 
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McDougal to be reviewed and filed. 

Q Do you recall when Mr. Foster would have 
provided this advice to Ms. Redden? 

A Well, I don’t think he gave her any 
advice. I think he gave her information and said 
here. I don’t even know that. I know he had asked 
her to prepare tax returns for Whitewater Development 
Corporation which could be filed in connection with 
the Clintons’ selling and disposing of their 
interest. 

Q Do you recall if he would have spoken to 
Ms. Redden — would this have happened in 1993 or 
1992? 

A I think in ’93. 

Q Were you aware that Mr. Foster had a role 
with regard to preparation of Whitewater’s tax 
returns in 1993? 

A As 1 said, I don’t think he had a role in 
the preparation of the return other than seeing that 
it was done by the accountant. I think she did all 
the work. 

Q Do you know whether Mr. Foster reviewed the 
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work? 

A I don’t. 

Q Have you ever had any discussions with 
President Clinton about the fact that Mr. Foster was 
involved in matters relating to Whitewater 
Development Corporation during the time he was deputy 
counsel to the President? 

A No. 

Q Excuse me? 

A No. 

Q Have you ever had discussions with 
Mrs. Clinton about the fact that Mr. Foster had 
involvement with regard to Whitewater Development 
Corporation during the period when he was deputy 
counsel to the President? 

A No. 

Q Have you ever discussed with Mr. Nussbaum 
the fact that Mr. Foster had involvement with 
Whitewater Development Corporation — 

A Let me finish my answer. 

Q Excuse me? 

A I have not finished my answer. 
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Q Oh, I’m sorry. 

A He — the only involvement that I know that 
Foster had with Whitewater in 1993 was seeing that 
the tax returns were prepared by their private 
accountant. No, I did not discuss that with either 
the President or Mrs. Clinton. 

Q Did you discuss it with Mr. Nussbaum? 

A No. 

Q Mr. Lindsey? 

A I may have had discussions with Bruce 
Lindsey in the context of what the status of this 
was, but beyond that, I don’t think 1 would have had 
any discussions with him. 

Q Have you ever discussed Whitewater 
Development Corporation with Margaret Williams? 

A No. 

Q Do you know Margaret Williams? 

A No. 

Q Okay. Did you speak with Margaret Williams 
on any kind of regular basis? 

A No. 

Q Wasn’t Mr. Foster also involved in trying 
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to ascertain how the First Family’s investment in 
Whitewater Development -- strike that. 

Wasn’t Mr. Foster also involved in — 
strike that. 

Did you have any understanding as to 
whether Mr. Foster had any role in connection with 
tax treatment of Whitewater Development Corporation 
on the First Family’s personal income tax return? 

A I believe he did. 

Q And that would have been an income tax 
return filed in 1993; right? 

A 1 believe it would have been. 

Q So his involvement would have been both 
with regard to the corporate tax return of Whitewater 
Development Corporation and also the Clintons’ 
personal tax return; right? 

A That isn’t what I said, Counsel. Let me 
back up. What 1 said was his involvement with 
respect to Whitewater’s tax return was to deliver 
material, as I understood it, to the Clintons’ 
personal accountant so that she could prepare the 
returns and they could be filed. I understood, 
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beginning back in 1992 after the election, that 
Mr. Foster was involved in the financial affairs of 
the Clintons in connection with the creation of a 
blind trust, the disposition of Whitewater and 
ultimately the filing of the Clintons’ personal tax 
returns. 

Q Did you ever discuss with Mr. Foster ~ 
strike that. 

Did there come a time in 1993 when the 
Clintons sold their interest in Whitewater 
Development Corporation? 

A 1 don’t remember if it was late 1992 or in 
1993, but there did come a time when, yes, they sold 
their interest. 

Q More likely late 1992? 

A 1 just don’t remember. 

Q Okay. Do you recall who they sold their 
interest to? 

A They sold it back to Jim McDougal. 

Q And how much did Mr. McDougal pay for their 
interest in Whitewater Development Corporation? 

A I think it was a nominal amount. 
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Q $1000? 

A Sounds right. 

Q Now, do you recall any loans that were 
outstanding with regard to Whitewater Development 
Corporation in 1992? 

A Loans outstanding to Whitewater? 

Q Owed by Whitewater Development 

Corporation. 

A Well, the mortgage, the initial mortgage, 
taken for some $180,000 I don’t believe was paid in 
full until late 1992. 

Q Did you have any involvement in the process 
by which that mortgage was paid in full? 

A No. 

Q Did you have any discussions with anyone 
about the process by which that mortgage was paid in 
full? 

A I talked to Jim Blair about it. No 
specific recollection. 

Q Do you know whether Mr. Wade had any role 
in terms of — involvement in terms of paying that 
mortgage off? 
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A 1 don’t know. I would expect he probably 
did, but I don’t know specifically what his role 
would have been. 

Q Have you ever met Mr. Wade? 

A Not to the best of my knowledge. 

Q Okay. Why do you think Mr. Wade would have 
had a role in terms of paying off this mortgage? 

A 1 seem to recall that he was sort of in 
charge of seeing that the purchase contracts for the 
lots were administered and that the payments as they 
were still trickling in were being delivered to the 
bank. 

Q During the conversation you had with 
Mr. Blair on October 5, ’93, do you know why Vince 
Foster’s name came up? 

A I don’t know. 

Q Do you know whether Mr. Heuer was aware of 
Mr. Foster’s involvement in Whitewater? 

A 1 don’t know. 

Q Do you know whether Mr. Foster ever 
discussed Whitewater with Mr. Heuer? 

A I don’t know. 
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Q Okay. What is the next entry? 

A It says "Susan in town, McDougal’s mother 
death. Living in Michigan?" That was a reference to 
Susan McDougal. 

Q And what about "in town"? 

A "In town" would have been, 1 assume, a 
reference to Arkansas. My recollection was that 
after she and Jim McDougal divorced she left 
Arkansas. 

Q Okay. What is the next entry? 

A "RTC investigating. Possible target 
indicted for everything government could think of." 

Q Who is the possible target? 

A McDougal and. 

Q And what does "indicted for everything that 
government could think of’ refer to? 

A You would have to ask Mr. Heuer. I would 
assume that that was some part of his conversation 
with Ishkoff that he reported to Blair. 

Q All right. So the conversation goes from 
Ishkoff and Heuer and then Heuer reports it to Blair 
and then Blair reports it to you? 
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A Yeah. 

Q Okay. Let’s turn to the next page. 

A All right. 

Q Okay. If you could read the next entry. 

A It says "RTC criminal referrals, last two 
months, KC," which I understand to be a reference to 
the Kansas City, "transferred to DOJ," Department of 
Justice. 

Q Okay what does that refer to? 

A Well, again, I believe this is in context 
of my — in the context of my conversation with 
either Blair or with Loretta. 

Q Was Loretta on the conference call? 

A No, it wasn’t a conference call. As I told 
you before, I spoke to each of them, I believe — 

Q Separately? 

A The 4th and the 5th and I don’t recall 
speaking to them together. 

Q Okay. And what does the next notation 
refer to? 

A It says "Madison money, Clinton 

fund-raiser, spring 1985." 
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Q And what does that refer to? 

A I don’t really remember. I think it is a 
reference to what may have been involved in the 
criminal referrals, but I don’t know. 

Q What does the next entry refer to? 

A The next entry refers to either a 
conversation I had with John Tisdale or he had with 
me. Tisdale is a lawyer in Little Rock with the 
Wright, Lindsey & Jennings firm and this was 
regards — with regard to — that’s his phone number, 

I think, 501-376-0108. 

Q Let me ask you a question about Mr. 

Tisdale, he is now counsel to President and 
Mrs. Clinton? 

A John was helping us obtain records, as the 
notes indicate, when we needed them. He was in 
Little Rock. 

Q Was he counsel to President and 
Mrs. Clinton back during the campaign? 

A I don’t know. 

Q Okay. Do you know when he became counsel 
to the Clintons? 
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A 1 don’t know. 

Q Do you know if he is the counsel to the 
Clintons? 

A I don’t know that either. 

Q Okay. Did you work with him during the 
1990 campaign in any matter having to do with 
Whitewater? 

A I don’t believe I did. He may have had 
some very minor role in gathering documents, but 1 
don’t have any specific recollection. I did ask him 
here, as these notes indicate, to check the Pulaski 
County records to see what we could find out about 
Master Marketing or Madison Marketing. 

Q When was the first you learned of Master 
Marketing? 

A I don’t remember. 

Q Do you remember if it was during the 
campaign? 

A It may well have been, I just don’t 
remember. 

Q Okay. Did you ever discuss with President 
Clinton the 1985 fund-raiser that Mr. McDougal 
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organized for the Clinton gubernatorial campaign? 

A No, I don’t think I have. 

Q Did you ever discuss that fund-raiser with 
Mrs. Clinton? 

A No, I don’t think so. 

Q Did you ever discuss that fund-raiser with 
Mr. Lindsey? 

A Probably. 

Q What do you recall about any discussions 
you might have had with Mr. Lindsey? 

A 1 don’t recall any specific discussions 
with him, but I’m sure it came up in the context of 
these criminal referrals during October if, in fact, 

1 had been informed that this was part of the subject 
matter of the referral. 

Q Now, in the left-hand margin there are some 
dates. What does that refer to? 

A 1 believe those are dates for which I asked 
Tisdale to search the Pulaski County records to see 
if the Whitewater Development Corporation appeared in 
any regard or connection. 

Q Do you have any recollection as to the 
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context in which Master Marketing would have come up? 

A No, 1 really don’t. 

Q Do you have any understanding or knowledge 
of a loan made by Capital Management Services, Inc. 
in the amount of $300,000 to Master Marketing? 

A No. Included in what I read in the press. 

Q Have you ever discussed that $300,000 loan 
with anyone? 

A I probably discussed it with Lindsey the 
first time, what it was and what the allegations 
were. 

Q Do you recall when you might have discussed 
it with Mr. Lindsey? 

A I may have discussed it with Mr. Lindsey 
after it was reported in the press. 

Q When you say "reported in the press," do 
you mean when there has been an actual news story in 
the newspaper? 

A Not exclusively. Sometimes I recall having 
discussions with Lindsey after, you know after one of 
us would get a call from a reporter about a 
particular matter and before a story was written. 
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Q Okay. Just wanted to clarify that for the 
record. 

A I appreciate that. It is not 
necessarily — I don’t mean necessarily by that that 
there was a specific press story that appeared on a 
specific date. 

Q Yeah, because with, you know, with modem 
computers people — you sort of a handle as to when 
the stories occurred and I wouldn’t want you to be in 
a situation of saying that it was in the press and 
then the stories are later than — later than these 
conversations. 

Now, the next entry is what? 

A Is "Blair/Heuer" question mark "WDC tax 
returns" question mark. 

Q What does that refer to? 

A That refers to a reference to whether, in 
fact, the WDC tax returns have been filed as of this 
date. Blair, I believe, is responsible for getting 
them to Heuer so that they could be reviewed by 
McDougal and ultimately filed by McDougal. He had 
the responsibility for that. 1 assume that’s what 
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that references. 

Q What the next reference? 

A It says "Mike Berman transition tax 
issues." 

Q What does that refer to, sir? 

A I have no idea. 

Q Have you ever discussed Whitewater 

Development Corporation with Mike Berman? 

A I think 1 may have. 

Q Who is Mike Berman? 

A He is a lawyer, I think, but 1 have no 
specific recollection of that. 

Q Why do you think you may have spoken to 
Mr. Berman about Whitewater Development Corporation? 

A Excuse me? 

Q Why do you think you may have spoken to 
Mr. Berman about Whitewater Development Corporation? 

A A recollection that 1 may have, that’s all. 

Q Do you have any basis for thinking you may 
have spoken to Mr. Berman as opposed to, you know, 
any of the other 50,000 lawyers in Washington, D.C.? 

A No. 1 don’t remember. 
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Q Was he someone who had a role in legal 
issues relating to President and Mrs. Clinton’s taxes 
during the campaign or during the transition? 

A 1 don’t remember. He may have. 

Q Do you know whether Mr. Berman would have 
attended any meetings at which the President and 
Mrs. Clinton’s taxes would have been discussed during 
the transition? 

A I don’t know. 

Q Okay. Was he — do you remember — do you 
recall whether Mr. Berman had a role during the 
transition? 

A He may have, l don’t remember if he did. 

Q Okay. Next entry? 

A Okay. "McDougal interviewed ABC, Clintons 

not involved. BC not balance checkbook." Then it 
says "Charlie James subpoenaed." 

Q What does this refer to? 

A I think it refers to a conversation that 1 
had with Blair and he was telling me that 
Mr. McDougal had been interviewed by ABC in which he 
had stated that the Clintons were not involved in 
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this event — events. That BC is the reference to 
Bill Clinton couldn’t balance a checkbook. 

Q Something McDougal said? 

A I’m sorry? 

Q Is that something that McDougal said or 
something that Mr. Blair said? 

A No, that would have been something McDougal 
said. 

Q And the next entry? 

A Just an indication that Charlie James had 
been subpoenaed. 

Q And who is Charlie James? 

A My recollection is that he was an 
accountant early on in the Whitewater Development 
Corporation’s life that had been responsible for the 
preparation of tax returns, corporate books and 
records and that sort of thing. 

Q Do you know whether he was Whitewater 
president at one time? 

A He may have been. I don’t know. 

Q One thing about the notes that you have on 
pages JML 2592 and 93, these notes encapsulate 
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several conversations that you had; is that correct? 

A I think so. 

Q So that the conversations would have 

started off with a Blair conversation and then gone 
to a Tisdale conversation and then back to a Blair 
conversation? 

A Yeah, we may have had more than one 
conversation on the same day. 

Q Do you know how Mr. Blair would have known 
that Mr. James had been subpoenaed? 

A No, 1 don’t know. 

Q Let me take you through some more 
documents. These are documents bearing the Bates 
numbers JML 2493 and — excuse me, 2593 and 2594. Is 
that the same — 

MR. HADDON: It is 2593. 

MR. GIUFFRA: It is the same document. 

MR. HADDON: Yeah, there may be duplicates 
in there. I apologize for that. 

MR. GIUFFRA: No, actually, these look 
different. 

MR. COLE: I have 2594 and 2595 here. 
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MR. GIUFFRA: Yeah, let’s try that. 

I think I may have the wrong page number, 

2594, 2595. 

THE WITNESS: All right. Which one do you 
want me to look at? 

BY MR. GIUFFRA: 

Q It seems as if they were maybe not Bates 
stamped in proper order. Is that possible? Is 2594 
it says page 2 at the top in the left-hand comer - 

A Yeah. 

Q - and then there is ~ my page -- the copy 
that I have is a bad copy and it looks like 2595 is 
the first page; is that correct? 

A That’s correct. 

Q Okay. Why don’t you take us through these 
notes? 

A 2595 - 

Q Can’t hear you. 

A I wasn’t saying anything - says "M. 

Ishkoff, Washington Post, 202-334-7307." That’s a 
reference, I think, to the Mike Ishkoff of The 
Washington Post who was calling me about this 
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International Paper Company transaction. 

Q And this call would have been on 10/5 -- it 
looks like 1986. That can’t be right. 

A No, 10/5/1986 is when the transaction 
occurred. The call would have occurred sometime in 
early October and it is not dated, but I do recall 
talking to Ishkoff about this time which would have 
been around 4th or 5th of October of 1993. 

Q Before or after your conversations with 
Blair? 

A I believe after. 

Q Okay. Why don’t you take us through the 
notes? 

A Okay. The heading there is "International 
Paper Company-Pulaski County." He is giving me the 
details as he has them of this transaction which 
according to him, took place on October 5th, 1986. 
Whitewater Development Corporation purchased for 
$550,000, 110 acres from International Paper and gave 
them an 80 percent mortgage for $440,000. And also 
there was a $30,000 two-month loan it says, and it is 
signed by McDougal. And then it shows, it seems to 
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me, that it was then transferred to Great Southern 
Land Company in ’86 and then says "MTG assumed,” 
meaning mortgage assumed, question mark. 

Now, I don’t know if that was his question 
or mine, frankly. And it says ”a source at the RTC 
told records exist funds from Master Marketing to 
Whitewater. Federal investigation, FBI search 
warrant.” 

Q We didn’t hear that. 

A ”WH aware — what? V. Foster working on 
WDC tax returns" - 

Q I think we are going a little too quickly 
here. 

A All right. Where do you want me to go back 
to? 

Q "Source at the RTC”? 

A Yes. That’s what it says. 

Q Ishkoff told you that a source at RTC had 
told him that records existed indicating that funds 
went from Master Marketing to Whitewater? 

A I believe that is what it means. 

Q Is there any connection between this 
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Ishkoff phone call and the document that Les Patten 
prepared on 9/23/93? 

A I don’t think there is any direct 
connection, no. 

Q Okay. 

A These questions are largely driven by this 
International Paper Company transaction which was 
uncovered in the fall of 1986 and did not appear, by 
the way, on the books and records of Whitewater 
Development Corporation. 

Q Okay. Now, the next entry, I can’t read 
that one again. It says "investigation" of some 
sort? 

A "Federal investigation." 

Q Okay. Federal investigation. This is 
Ishkoff telling what the source is telling him? 

A 1 believe so. Yeah. It was a federal 
investigation of Susan or involving a FBI search 
warrant with Susan. 

Q And the next entry? 

A "WH aware" and it says "what" and I don’t 
know what that means. 
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Q Who is WH? 

A Assume that is a reference to the White 
House. I think he was asking me what the White House 
was aware of, but 1 don’t — I just don’t remember 
for sure if that is what that means. 

Q It says "White House aware" and you have 
"what"? 

A Yeah. 

Q What do you mean, the White House is aware 
of this investigation or the White House is aware of 
the Whitewater situation? 

A They obviously were aware of the Whitewater 
situation. I don’t know what the note means. I 
don’t remember what the note means. 

Q Sitting here today what does it indicate to 
you? 

A It doesn’t mean anything to me. I don’t 
know what it means. 

Q What is the next entry? 

A "Foster working on WDC tax returns 
(suicide) prep privately." 

Q What does that refer to? 
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A I don’t know. 

Q Okay. Your next entry? 

A "Foster conversations days prior, Park 

Service interview — purpose ’social and business.’ 

WDC" question mark, "no." 

Q What does this indicate to you? 

A He asked me about conversations that had 
been reported that I had had with Vince Foster in the 
days before his suicide. He quoted to me from an 
interview I had given the Park Service Police where I 
had told the Park Service Police, in what I thought 
was a confidential interview, of those phone calls, 
both social and business. He asked did the business 
include Whitewater and 1 told him the answer was no. 
Obviously someone at the Park Service had leaked that 
report to The Washington Post. 

Q Next entry? 

A It says "Blair WDC tax returns" question 
mark "prep" meaning, I think, prepared, question mark 
"filed" question mark. I believe this relates to a 
conversation I may have had with Jim Blair asking him 
those questions. 
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Q Is this a separate conversation or is this 
you talking to lshkoff still? 

A No, I don’t think I was talking to lshkoff. 

Q Where do you think the lshkoff part of this 
ends, right above Blair? 

A It is possible he may have — lshkoff may 
have talked to Blair too. I don’t remember. 

Q Okay. The next page. 

A "Brant from the Rose Firm called before me 
on Tuesday 7/20." I think it was lshkoff telling me 
that Brant - who isn’t Brant, by the way, that was 
someone whose name I did not then recognize - it is 
from the Rose Law Firm, had called Foster before I 
did on Tuesday July 20th, which, I think, in fact the 
record now show. 

Q Okay. What is the next entry? 

A "J. Gerth called Loretta" that is Loretta 
Lynch "10/4 a.m. asking questions, as I understand 
it, about the airplane transaction which occurred in 
the fall of' — I’m sorry. "In the spring of 1985. 

Charlie James, WDC accountant on Madison Guaranty all 
bank exam reports pending investigation." 
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Q What does that indicate to you? 

A Well, I can’t be certain but I believe what 
it means is that Gerth had called Loretta on October 
4th to discuss these subjects or to ask these 
questions and inform her, I think, that somehow some 
way he had obtained copies of all the bank 
examination reports from Madison Guaranty. 

Q Ms. Lynch, do you know what law firm she 
works at in San Francisco now? 

A No, I don’t. 

Q She went to the Yale Law School, class ’87? 

A I don’t know the class, but she went to 
Yale law school. 

Q I think she was in my class in law school 
if it’s the same Loretta Lynch. 

A "Charlie James subpoenaed for grand jury. 
McDougal, Smith, Tucker" - McDougal with a line 
through it "WDC." 

Q And what does the dash mean to you above 
Charlie James? 

A Oh, it means change in subject. 

Q Is this a different person you are speaking 
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to? What change in subject? 

A The subject. It doesn’t necessarily mean 
I’m talking to somebody else. 

Q Who do you think you are talking to 
throughout this conversation? Do you think this was 
all Ishkoff? 

A I don’t know. Could be. It could also be 
a conversation that 1 had with Blair. 

Q Is it possible this could be also a 
conversation you had with Mr. Lindsey? 

A I don’t think so, but it is possible. I 
did talk to him during this period of time. 

Q Okay. Let me show you -- ask you to look 
at another document. This is called JML 140. 

A Yes. 

Q I just have a quick question in terms of 
your Bates numbering system. These most recent 
documents go up to 2595. Did we receive 2595 pages 
worth of documents? 

A I don’t know if you did. I don’t know that 
you did or that you didn’t. These are documents that 
I have provided for the last two years to the 
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Department of Justice, twice to the Office of 
Independent Counsel, once to the House and once to 
the Senate. 

Q Why would we not have received all the 
documents in the complete sequencing up to 2595? 

A Because I have already provided -- let me 
say it again. I provided documents as early as 
February of 1994 to the Department of Justice. Those 
were Bates stamped and delivered to them. Then I got 
requests from the Office of Independent Counsel, 
first Mr. Fiske and then Mr. Starr, and then 1 had 
several requests from them and we Bates stamped and 
responded to those. Then I got requests for 
documents from Senate and also from the House -- I 
don’t remember if that was the sequence — and we had 
tried to keep all of that Bates stamped and straight 
so we know what has been produced. 

Q What I’m trying to figure out is whether 
there are documents you haven’t provided to us that 
may relate to Whitewater Development Corporation that 
are in your possession, custody or control or that 
you may have provided to some other entity. 
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A As 1 told you before, I will review again 
in response to this subpoena that I received to see 
if there are any such documents. I already told you 
that there are documents that I gave to Kendall which 
1 know that he has provided to you. 

Q We have been operating under the procedure 
that if a producing party has the documents, if 
another producing party also has the same documents 
both producing parties should produce the documents. 

A I don’t have anything that -- you are first 
one to tell me that. With that in mind, 1 will go 
back through my documents. 

Q Okay. Let’s talk about this April 10th, 

1992 letter. Do you recall drafting this letter? 

A I wrote it, sure. 

Q Did you send the letter? 

A Yes. 

Q Okay. Could you please just describe for 
the record the circumstances under which you prepared 
this letter? 

A Set forth in the letter itself. 

Q What do you recall about the preparation of 
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this letter? 

A That I wrote it and sent it to the 
Clintons. 

Q Do you recall anything further about this 
letter? 

A Other than what it says, no. 

Q Have you ever discussed this letter with 
Mr. Lindsey? 

A I don’t remember. 

Q Have you ever discussed this letter with 
Mr. Kendall? 

A May have. 

Q Have you ever discussed this letter with 
Mr. — strike that. 

What do you recall about any conversations 
you would have had with Mr. Kendall about this 
letter? 

A Privileged and I respectfully decline to 
answer. 

Q Have you ever discussed this letter with 
Mr. Foster? 

A Not that I recall. 
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Q Do you know whether Mr. Foster had a copy 
of this letter? 

A No. 

Q Okay. Let’s just go through the letter. 1 
have a couple of questions about it. Did you prepare 
two reports during the 1992 - strike that. 

Did Pat McCartney prepare two reports 
concerning the Whitewater Development Corporation 
during the 1992 campaign? 

A No, they prepared a single report and a 
summary of it. The work product was a single work 
product. 

Q Okay. And am 1 correct that the summary of 
the report was what was provided to the press? 

A Yes, 1 believe that to be the case. 

Q Now, there is something that you describe 
in this letter called a complete report. What is the 
complete report as opposed to the summary report? 

A Well, 1 mean 1 don’t know how to answer 
that. The summary was the summary. 

Q But how long was the summary — 

A 1 don’t remember. 
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Q — in terms of pages? 

A I don’t remember. It’s been produced to 
you. You can count the pages. 

Q Could you show us in your -- could you -- 
could you examine the production of documents you 
made to the Banking Committee and identify the 
summary of this Patten/McCartney report by Bates 
numbering in your production? 

A You have copies of the summary and the 
complete report is -- 

Q We can’t hear you. 

A For example, the summary can be found at 
JML 0079 through JML 0083. 

Q So for pages 79 through 83? 

A That’s five pages. 

Q Five pages. Excuse me. And that was what 
was made available to the press? 

A Correct. 

Q Okay. And the longer report is found at 
what pages? 

A Page JML 084 and continues through JML 093. 

Q Okay. Okay. Now, were both of these - 
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strike that. 

What is the document bearing Bates numbers 
JML 3 1 through 67? 

A I’m sorry, what? 

Q 31 through 67. 

A 31 - 

Q Through 67. 

A Appear to be copies of the report and 
copies of the copies of work papers. 

Q Okay. Which of these documents would have 
been attached to the letter dated April 10, 1992? 

A The document beginning at JML 0084. 

Q And continuing through 93? 

A Yes. 

Q Okay. Did you ever give a copy of any of 

these documents to Mr. Foster? 

A I believe I did, yes. 

Q Do you recall which version of the 
so-called Patten/McCartney report you would have 
given to him? 

A Probably all of it. I’m certain all of it. 

Q So there are three different versions — 
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should we call it the Lyons report? 1 guess most 
people call it the Lyons report. 

A No, Counselor, there is only one. There is 
a summary of the report. Both the summary and the 
complete report as it is referred to in JML 140, I 
believe I provided to Vince Foster sometime in 1993, 
maybe earlier. 

Q Do you know why you provided it to 
Mr. Foster, at his request? 

A 1 believe so. 

Q Did you have any understanding as to why 
Mr. Foster was requesting these reports? 

A Yes, he was interested in seeing that the 
tax returns for the Whitewater Development 
Corporation could be properly prepared and filed. 

Q Did Mr. Foster ever report to you on any 
communications that he had with Mrs. Clinton about 
Whitewater Development Corporation? 

A I’m sure he did. 

Q Do you recall anything about those 
conversations? 

A Well, 1 don’t have any specific 
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recollection, but 1 do recall we had general 
discussions about the sale of their interest in the 
company, preparation and filing of the company’s tax 
returns since, obviously, McDougal was in no position 
to do it. And I’m sure, as I told you earlier, we 
had some discussions about how the Clintons ought to 
treat their sale of Whitewater on their own personal 
tax returns. 

Q This would have been communications from 
Mrs. Clinton to Foster that Foster was relaying to 
you? 

A No, these were communications 1 had with 
Foster and 1 — at some point during that he probably 
told me about his discussions or his communications 
with Mrs. Clinton about them. I don’t have any 
specific recollection. 

Q Now, the document bearing Bates number JML 
30 through 67, what exactly is this document? 

A l just told you that. 

Q 1 mean, this document is 37 pages long and 
the document which is the summary report is five 
pages long and then there is another document which 
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is nine pages long? 

A You mischaracterized. The first document 
beginning at 031 is it not a single document. It is 
a series of documents, as 1 told you. It is, first 
of all a copy of the report which 1 wrote followed by 
a number of pages of worksheets and work papers. 

Q We’ve lost you. We’ve lost you. 

A What is your question? 

Q Okay. I asked you what these three 
documents were and now you are telling me that they 
are not separate documents. 

A I’m saying that you are mischaracterizing 
documents JML 031 through JML 067. Go back and look 
at the documents as so marked. You will see JML 031 
through JML 033 is a letter to Governor and 
Mrs. Clinton from Mr. Patten. It attaches to it a 
number of exhibits which are identified. Beyond 
which are a number of pages of worksheets which are, 
in my view, nothing more than worksheets. I haven’t 
gone through each and every one of them. I believe 
that is what they are. 

I was also told we weren’t going into this 
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area today so I’ve not spent any time yet going 
through these documents with any great care or 
attention to detail. I want you to understand that. 

Q I appreciate that. Maybe the best thing to 
do is not to — I’m just trying to get an overview of 
what the documents are. 

A That’s fair and I’m just trying to help. 

Q Okay. Do you recall any discussions during 
the 1992 campaign as to — strike that. 

Why was only a summary of the 
Patten/McCartney report provided to the press? 

A I don’t know. You would have to ask 
someone other than me. 

Q Do you know who made the decision as to 
which version of the Patten/McCartney report would be 
provided to the press? 

A I don’t. 

Q Did you ever discuss with anyone -- strike 
that. 

During the campaign — strike that. 

MR. GIUFFRA: Could we take a break. We 
need to change the tape. 
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THE WITNESS: Have you some idea about how 
much longer you’re going to be? 

MR. COLE: We will go off the record for a 

second. 

MR. GIUFFRA: Let’s go off the record for a 

second. 

(Discussion off the record.) 

BY MR. GIUFFRA: 

Q Mr. Lyons. Hello. Hello. Mr. Lyons. 

A Hello. 

MR. COLE: You lost them. 

(Discussion off the record.) 

MR. COLE: Let’s go back on the record. 

MR. GIUFFRA: Let’s go back on the record. 

BY MR. GIUFFRA: 

Q Just to try to understand this one last 
time. The actual typed portion of the summary, was 
that drafted by you or by Mr. Patten? 

A Well, what document are you referring to. 

Q This is 79 through 81. 

A Just a minute. 

Q Oh, sorry. 
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A JML-079 through 081? 

Q Yes? 

A Drafted by Mr. Patten and Mr. Weeks. 

Q Okay. So this is the summary. The 
documents bearing Bates number 84 through 93 all 
right the — strike that. 

The pages 84 through 90 that’s also 
typewritten, okay. That was also prepared by 
Mr. Patten and Mr. Weeks? 

A Yes. 

Q Okay. Did you review drafts of these 
particular documents? 

A I believe I did, yeah. 

Q Okay. Do you recall who would have 
instructed Patten, McCartney to prepare a summary in 
any longer form? 

A Who instructed them to prepare a summary? 

Q A summary of their analysis and then a 
longer version of their analysis? 

A I believe I would have done that. 

Q Do you recall why you would have asked them 
to prepare two versions? 
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A Well, it isn’t two versions. It is the 
same work product. The conclusions, if you compare 
them, are identical. One is simply shorter and in my 
opinion was more responsive to the issues that were 
then being put forward by the press. It was simply 
easier to understand to put it out in a summary 
version and we did. 

Q Okay. And the document bearing Bates 
numbers 31 -- strike that -- 30 through 67, that’s 
the summary report plus additional work product? 

A You mean -- you don’t mean 30, you mean 
31? 

Q Well, there’s a cover letter with 30, but 
yeah, 31 through 67? 

A That is — 

Q Summary plus additional work, work papers? 

A Work papers are supporting schedules, yeah, 
however you want to characterize it. 

Q I think we understand now. Okay. I have a 
question. Was Patten, McCartney paid by the Clinton 
campaign for their work in connection with this 
report? 
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A Yes, they were. 

Q Were you paid for your work? 

A No, I was not, okay. 

Q In your letter of April 10, second full 
paragraph, you identify certain items that are not 
discussed in the summary report; correct? 

A Financial effect of those items are in the 
summary report but there is not an independent or 
separate detailed discussion, that’s correct. 

Q Now, one of the items that is identified in 
your letter of April 10, is lot 13 and borrowings 
associated with it. What is lot 13 and borrowings 
associated with it? 

A As set forth on paragraph 5 page 5. 

Q What is your understanding of lot 13? 

A Well, it was a lot that Whitewater 
Development Corporation which was used at various 
period of time, but housed a show home and may have 
also housed a sales office on the site. 

Q Okay. What is a $9000 interest deduction 
taken by you in 1980? 

A There was an interest deduction as set 
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forth on paragraph 4, page 5 of the report in 1980 
which as I recall, let me just take a look and make 
sure, look at JML 088. 

Q Okay. So this refers to the matters 
discussed if paragraph 4, page 5? 

A Yes. 

Q Okay. Had you discussed the matters set 
forth at paragraph 4, page 5 or paragraph 5, page 5 
with the Clintons during the campaign? 

A We discussed it certainly with Mrs. Clinton 
as is indicated. 

Q Okay. And why did you recommend that the 
complete report be maintained in the strictest 
confidence? 

A Because it was an attorney-client 
document. We had not concluded what, if any, action 
would be appropriate for the Clintons to take against 
from Mr. McDougal or others who may have been 
involved in what appeared to me to be mismanagement 
of this corporation. 

Q Do you recall any discussion with either 
Clinton with regard to releasing the complete report 
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to the press? 

A No, 1 don’t have any specific recollection. 

Q How about a general recollection? 

A No, 1 don’t have a general recollection. I 
can’t say that it didn’t happen. I just don’t have a 
recollection. 

Q I call your attention to the document 
bearing the Bates 2584 and 2585. 

A Again, please. 2584. 

Q And 85. 

A Yes. I have it. 

Q When did you first learn of information 
indicating that the Clintons had overstated their 
investment in Whitewater by over $20,000? 

A Let me clarify something with you. My 
report initially issued in March of 1992 financial 
sense was intended to as best as we could quantify 
the amount of money that the Clintons had put into 
Whitewater and try and see if we could determine what 
happened to it. The result that we reached then was 
in the $60,000 range as I recall. 

I wouldn’t want to characterize it 

1 16 

necessarily as an investment in a technical sense 
because I’m not sure that frankly it was all that — 
the company as it was operated was all that 
significant in terms of its characterization of 
moneys such as the investment as distinguished from 
loans or advances why among other reasons 1 think we 
choose that more general term to describe it. 

So with that sort of a background, I 
learned from the President through Mr. Kendall in the 
days preceding this document that the President had 
some additional recollections that had occurred for 
which we had a check, for which we had assumed or we 
believed was related to Whitewater. 

In reviewing the legalese of his mother’s 
books after her death, the President recollected that 
this check may have had some relationship to the 
purchase of a home that he and his mother had 
acquired on a lake in Arkansas back in the early 
’80s. That caused, I believe, Mr. Kendall to do 
some further investigation along with us, in fact, 
concluded that was the case. 1 then wrote this 
letter. 
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Q We can’t hear you. 

A I then wrote this letter supplementing and 
modify the earlier report which I had written. This 
was released to the public immediately thereafter. 

Q Okay. During September 1993, did you 
attempt to contact Webster Hubbell? 

A I may have, I may very well have. 

Q Do you have any recollection about what you 
were contacting Mr. Hubbell about? 

A No, 1 really don’t. There were a number of 
occasions on which we would talk or if I was in 
Washington we might get together. 

Q During September 1993, did you ever discuss 
anything having to do with either Madison or 
Whitewater with Mr. Hubbell? 

A I don’t believe so. 

Q We can’t hear you. Go ahead. 

A He may have asked or I may have volunteered 
that it was, you know, an ongoing item of interest to 
the press. We were trying to deal with questions as 
they came to us, but I don’t have any recollection 
beyond that. 

H8 

Q Did you ever discuss Mr. Hubbell RTC 
criminal referrals related to Madison? 

A What. 

Q Did you ever discuss with Mr. Hubbell the 
RTC criminal referrals relating to Madison? 

A I don’t know. 1 don’t have any specific 
recollection of that. I see no reason that I suppose 
that I would have. He recused himself from anything 
dealing with Whitewater in any way. 

Q When was it your understanding that he 
recused himself from anything having to do with 
Whitewater? 

A I don’t remember exactly. I seem to recall 
he wrote a letter or there is some sort of a document 
that would provide that date. 

Q Have you ever discussed with Mr. Hubbell 
his recusal from the Whitewater Development 
Corporation? 

A No. 

Q Matters the involving the Whitewater 
Development Corporation? 

A No, I don’t think so. 
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Q What’s the basis of your knowledge of a 
letter in which Mr. Hubbell indicating that he would 
be the recusing himself from matters relating to 
Whitewater Development Corporation? 

A I thought I saw him testify to that. 

MR. COLE: We have now come full circle 
where the testimony in our hearing is now the subject 
of the testimony in our depositions. It could go on 
forever. 

(Laughter.) 

THE WITNESS: So it seems. 

MR. HADDON: The circle becomes a spiral. 

BY MR. GIUFFRA: 

Q Okay. I’m going to read to you, 
unfortunately, because you are not here. I can’t 
show you the slip. We have a message slip from you 
dated 10/25/93. The message is "will be in town 
tomorrow. Would like to see you," I believe, meaning 
Mr. Hubbell and others, "on Wednesday or Thursday to 
discuss/review documents on WDC company." 

Do you have any recollection of leaving 
that message with Judge Hubbell’s secretary? 
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A 1 remember calling him and I remember the 
message slip if it’s the one that was printed in The 
Wall Street. 

Q This is the second message slip. This is 
an earlier message slip dated 10/25/93. 

MR. COLE: What is the second one just so 
that he has the context? 

BY MR. GIUFFRA: 

Q The second one the message is two days 
later, is meeting with Bruce Lindsey. "If you need 
to reach him, suggest you take documents he needs to 
look at with you tomorrow when you meet Jack Quinn 
for lunch." 

A Okay. 1 have it in mind. 

Q Okay. What are these messages in reference 
to? 

A 1 think they are self-explanatory. 

Q Well, could you provide a little bit more 
to us than "they are self-explanatory" because they 
are not self-explanatory. Why were you calling 
Mr. Hubbell about Whitewater Development Corporation 
on October 10, 1993 -- excuse me, October 25, 1993? 
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A I was to be in town, first of all, and I 
was going to see him or take him to lunch. We had 
some discussion about Whitewater documents that may 
have been in the custody or in the possession of 
other people in the campaign. We were trying to get 
all campaign documents organized, warehoused and 
ultimately put into a depository as they are now in 
Little Rock. And I believe it was in that context 1 
was trying to determine what documents, if any, he 
may have had, either having assembled them himself or 
having obtained them from the other people in the 
campaign after the campaign ended. 

Q Did you ever discuss with Mr. Hubbell the 
fact that he maintained certain Whitewater 
Development Corporation files at his home in 
Washington? 

A No. Not in that sense. I mean, 1 think l 
was aware by October of 1993 that he had gathered a 
number of documents related to Whitewater and other 
things that had come up during the campaign. And as 
I said, 1 believe we were trying to put them in some 
order, and determine what we needed to keep and what 
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needed to be deposited and what might rise to the 
level of an important record and what frankly didn’t 
need to be kept. 

Q Did there come a time when you brought the 
documents to a lunch that you attended with Judge 
Hubbell and I believe with Mr. Quinn present? 

A No, that’s the other way around. 

Q Okay. 

A He had some documents, "he” Hubbell, which 
he wanted to deliver to me. He either delivered them 
to me that day at the White House or it’s quite 
possible I took one look at them and said that 1 
didn’t want to have to haul them around and didn’t 
asked him to send them to me, but one way or the 
other they were transferred from him to me. 

Q Do you recall approximately how many 
documents were transferred from Mr. Hubbell to you? 

A 1 really don’t off the top of my heed. 

Q Was it a banker’s box full of documents? 

A I don’t think it would have been that many. 

Q Do you recall what the documents 
referenced? 
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A Yeah, 1 remember I did get them from him 
one way or the other, as I say. 1 went through them 
and my recollection is that they are things like 
press reports, clips, copies of other documents that 
frankly I’d already seen. I’m relatively confident 
that at the time that I didn’t see anything that was 
any news to me or that would have been of any value 
to us at the time we did our analysis. And as I say, 

I believe those documents have all been given to the 
independent counsel and to the Congress by David 
Kendall. I will double-check that. 

Q Did you discuss those documents at the 
lunch with Mr. Quinn and Mr. Hubbell? 

A No. 

Q Okay. In July of 1993, we have phone 
records indicating that you left messages for 
Mr. Hubbell on four occasions on 7/14 two calls, 7/20 
one call, 7/26 another call. Do you recall during 
any of those conversations discussing with 
Mr. Hubbell David Hale? 

A No. 

Q Do you recall ever discussing David Hale 
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with Mr. Hubbell? 

A No, I don’t believe I ever did. 

Q Do you recall ever discussing David Hale 
with Mr. McLarty? 

A No, I don’t believe I ever did. 

Q Do you ever discuss Mr. Hale with 
Mr. Kennedy? 

A No. 

Q And when you say no - strike that. 

And that would be at no time have you ever 
discussed David Hale with Mr. Kennedy? 

A At no time have 1 ever discussed David Hale 
with the Bill Kennedy. 

Q Have you discussed David Hale with the 
President? 

A No. 

Q Have you ever discussed David Hale with 
Mrs. Clinton? 

A No. 

Q Have you ever discussed David Hale with 
Mr. Lindsey? 

A No, as I told you before. 
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MR. COLE: Could you hold on one second, 
sir, and we may almost be done. 

BY MR. GIUFFRA: 

Q Sir. Okay. Do you know Paula Casey? 

A No. 

Q Have you ever discussed any RTC criminal 
referrals involving Madison or Whitewater with anyone 
at the Department of Justice other than someone from 
the Office of Independent Counsel? 

A Not to the best of my recollection. 

Q And it would be your testimony that the 
first time you would have heard of such referrals 
would have been in a conversation with Mr. Lindsey 
sometime in early October of 1993? 

A That isn’t what I believe I said. I mean, 
there may have been rumors circulating about this for 
some time, I really don’t remember, but the First 
time I ever heard that there was any confirmation 
that referrals had been made came to me in October, 
early October of 1994 from either Jim Blair or 
Loretta Lynch or both of them identifying as their 
source Jeff Gerth. 
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Q You mean ’93? 

A I’m sorry, I do mean 1993. 

0 And then you had a subsequent 
conversation. Did you provide the information to 
Mr. Lindsey? 

A Yes. 

Q Excuse me? 

A Yes, 1 did indeed, yes. 

Q Now, after speaking with Mr. -- and we are 
getting near the end. After speaking with Mr. Blair 
and Ms. Lynch, you called Mr. Lindsey; correct? 

A Yes, I may have talked to Jim Blair and 
Loretta Lynch more than once before 1 talked to 
Lindsey, but I did talk to Lindsey and passed along 
to him the information that 1 had gotten from him. 

Q Where was Mr. Lindsey when you spoke to 
him? 

A I believe he was traveling with the 
President somewhere in California. 

Q When you spoke to Mr. Lindsey did 
Mr. Lindsey indicate to you that he had any knowledge 
of the criminal referrals relating to Madison or 
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Whitewater? 

A I don’t remember that he did. 

1 don’t remember that he didn’t. I mean, I 
just passed along the information. It was, as I 
recollected, a very short conversation. 

Q Did he indicate that he had learned of such 
referrals before you spoke to him, was it your 
understanding this was the first that he heard of 
these RTC criminal referrals? 

A I mean, I can’t answer that, I don’t know 
how I could characterize it. 

Q What was your impression? 

A I’m not sure I had one. I just passed the 
information along to him. 

Q But did Mr. Lindsey indicate to you that he 
was aware of such RTC referrals during the course of 
the conversation that you had with him the on or 
about the October 4, 1993? 

A I don’t recall. 

Q And when you say that you don’t recall, you 
don’t have any — 

A It was a very brief conversation. 
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Q About how long? 

A Seconds. 

Q Less than a minute? 

A Probably. 

Q And what did you say to Mr. Lindsey? 

A To the best that I can tell, I told him the 
information that I had obtained. 

Q Now, and that was that there were RTC 
criminal referrals in which the President had been 
named as a possible witness? 

A No. I have think it was the Jeff Gerth. 

Q We’ve lost you. 

A I think it was information that Jeff Gerth 
had informed us that RTC criminal referrals had been 
made regarding Whitewater and — or regarding Madison 
rather and they did not involve the Clintons. I 
don’t think it was anything more than that. 

Q So you did not advise Mr. Lindsey that the 
referrals in any way referenced the Clintons; 
correct? 

A No, I’m not sure I understand your 
question. I think what I told him is what I just 
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said. 

Q Could you just state it one more time? 

Because I’m a little bit confused. Maybe it’s 
because we’re on the telephone. 

MR. HADDON: I don’t think the telephone’s 
got anything to do with it frankly. Let me have our 
reporter read it back to you. 

(The reporter read the record as requested.) 

BY MR. GIUFFRA: 

Q Well, in his Congressional testimony in the 
summer of 1994 and I’m quoting at page 409 of the 
printed transcript, Mr. Lindsey says, "well, I 
believe what I probably indicated to him was that I’d 
spoken with Jim Lyons, that they were press inquiries 
about criminal referrals. That it was my 
understanding that there were criminal referrals that 
had to do with Madison and that 1 understood that the 
Clintons were mentioned in those referrals but that 
were not targets or the subjects of those 
referrals." 

Now, what you are telling me now is that 
you did not mention the fact that the Clintons were 
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mentioned in the referrals to Mr. Lindsey? 

A No, that isn’t what I said. That isn’t 
what I said a few minutes ago and that’s not what I’m 
saying now. 

Q Well, did you mention the fact that the 
Clintons were mentioned in the referrals to 
Mr. Lindsey? 

A I mentioned as best as I can recall, 

Counselor, exactly what I’ve already testified to. 

Q Well, it’s little bit unclear what you 
testified to. 

A Not to me it isn’t. 

Q Well, it is to me. 

A I’m sorry for that. 

Q And my question is a simple question. Did 
you state to Mr. Lindsey on or about October 4, 1993 
that it was your understanding that the Clintons were 
mentioned in the RTC criminal referrals? 

A I already answered the question. 

Q Well, I’d like you to try to answer it, 
again. 

A 


I already answered it twice. 
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Q You have not answered the question. 

A This is the third time. 

Q Why don’t we have the reporter read the 
question back. 

A You’ll get the same answer. 

Q Which is what? 

A I’ve already answered your question twice. 

You are wasting my time and everybody else’s. 

MR. COLE: Mr. Giuffra, why don’t you try 
to articulate for Mr. Lyons what it is that you don’t 
understand about his answer so that we can try to the 
narrow this down and wind up this deposition. 

MR. GIUFFRA: What I would like to know is 
whether he mentioned to Mr. - whether he stated to 
Mr. Lindsey his understanding that the Clintons were 
mentioned in the referrals. 

MR. COLE: My notes say that I just took 
from what he said that he said the Clintons that the 
referral did not involve the Clintons but that 
doesn’t answer your question? 

BY MR. GIUFFRA: 

Q Is that your testimony that you did not 
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tell him ~ that you told him that the referrals did 
not involve the Clintons? 

A My testimony is as I’ve given it. 

Q Do you want to have the reporter read his 
answers back because Mr. Cole’s notes — 

MR. COLE: My notes are of what Mr. Gerth 
said so maybe perhaps that’s the confusion. 

THE WITNESS: I wouldn’t have told Lindsey 
anything more or anything less than what we learned 
from Gerth. 

BY MR. GIUFFRA: 

Q And did Gerth mention to you - 

A I didn’t talk to Gerth. 

Q Did you learn - you have spoken to 
Ishkoff? 

A Came to me through Loretta Lynch, Jim Blair 
or both of them. 

Q Did you have any understanding from Lynch 
or Blair that Gerth was indicating that the Clintons 
were mentioned in the referrals? 

A I understood that the Clintons not to be 
named. 
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Q In any way in the referrals? 

A I didn’t go into that. You know, I was 
getting this information, Counselor, second- and 
possibly third-hand. I took it for what it was and I 
passed it along. It’s as simple as that. 

Q All right. Did you have any subsequent 
conversations with Mr. Lindsey in which he indicated 
that he had advised the President of what you had 
told him? 

A I don’t recall. I assume that he did 
advise the President. 

Q Why do you assume that he did advise the 
President? 

A He testified that he did, didn’t he? 

Q Other than from the fact that he testified, 
that he advised the President, do you have any other 
knowledge that Mr. Lindsey advised the President of 
the referrals? 

A We may have had a subsequent conversation 
when he told me he told the President. 

Q Well, did you have such a conversation? 

A I said we may have. I don’t recollect. 
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Bruce says he told him. If he says he told him, he 
told him. 

Q Okay. Did you have any other subsequent 
conversations with Mr. Lindsey that you can recollect 
about the RTC criminal referrals? 

A l don’t think so. Certainly nothing that I 
can recollect now. 

MR. GIUFFRA: Could you give me one second 

here. 

THE WITNESS: Sure. 

(Discussion off the record.) 

MR. GIUFFRA: I have no further questions. 

Thank you have much for your patients, Mr. Cole. 

MR. COLE: 1 don’t have any questions at 
this time. I would like to state for the record that 
in addition to the fact that this deposition has gone 
on longer than I expected, I did not anticipate in 
today’s deposition reviewing substantive issues 
concerning Mr. Lyon’s report on Whitewater 
Development Corporation. 

I certainly have questions for him about 
that report and about the documents that he has 
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produced to the special committee but 1 don’t think 
this is the appropriate time for that and 1 think 
although Mr. Lyons may regard it as unfortunate it is 
probably inevitable that he will be back for a 
deposition here and I will defer my questions until 
that time. 

MR. GIUFFRA: Okay. Thank you very much. 

Mr. Lyons, this concludes the deposition. 

THE WITNESS: Thank you. 

(Whereupon, at 8:50 p.m., the deposition 
was concluded.) 


JAMES M. LYONS 
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PROCEEDINGS 

MR. DINH: Good afternoon, Ms. Yanda. I 
apologize for keeping you waiting. We had hearings 
this morning. As schedules go, the hearings are 
probably the most hectic. 

As you know, my name is Viet Dinh. I’m 
with the Majority staff of the Special Committee to 
investigate Whitewater Development Corporation and 
related matters. 

The Special Committee was created by Senate 
Resolution 120 to be administered by the Senate 
Committee on Banking and Housing Affairs to conduct 
an investigation into Whitewater Development 
Corporation, Madison Guaranty Savings & Loan 
Association, Capital Management Services, the 
Arkansas Development Finance Authority and other 
related matters. 

Section 1(b)(2)(a) of Resolution 120 
authorizes investigation and public hearings into 
whether any person has improperly handled 
confidential Resolution Trust Corporation ~ I will 
refer to that from now on as RTC ~ information from 

4 

the RTC relating to Madison Guaranty Savings & Loan 
Association or Whitewater Development Corporation. 

Section 1(b)(2)(b) of Resolution 120 
authorizes investigation and public hearings into 
whether the White House has engaged in improper 
contacts with any other agency or department in the 
government with regard to confidential RTC 
information relating to Madison and Whitewater. 

Section 1(b)(2)(d) of the same resolution 
authorizes investigation and hearings into whether 
RTC employees have been improperly importuned, 
prevented, restrained or deterred in conducting 
investigations or making enforcement regulations with 
regard to Whitewater. Roughly those are the subjects 
we will cover in today’s deposition. 

I should tell you this deposition is being 
taken in advance of public hearings to be held 
sometime in November of this year. We have not 
decided who will be among the final witnesses at such 
hearings. We will notify you in advance if you are 
indeed among such witnesses. 

The stenographer will prepare a record of 
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1 questions and answers. The deposition transcripts 

2 will be treated as committee confidential until the 

3 commencement of public hearings. At that time the 

4 transcripts may be made public in whole or in part. 

5 Prior to the hearings you will receive a 

6 letter from the committee telling you you may come to 

7 the Senate to review the transcript of your 

8 deposition and make note of any corrections for 

9 transcription on an errata sheet. That provision of 

10 the transcript is for the limited purpose of review, 

1 1 and the information should not be disclosed for any 

12 other reasons to the press or any other witnesses or 

13 to the general public. 

14 THE WITNESS: You are saying 1 have to come 

15 to the Senate to review my transcripts? 

16 MR. DINH: Yes. Those are the terms of the 

17 confidentiality agreement that was agreed to between 

18 the Minority and Majority staff. 

19 MR. KRAV1TZ: 1 should just say, as a 

20 general rule, witnesses are required to come to the 

21 Senate to review their transcripts because those 

22 transcripts are confidential and, under our security 

- — 

1 procedures, can’t leave the secure offices at the 

2 Senate in which they are stored. 

3 Exceptions have been made in the past for 

4 out-of-town witnesses, and we should just discuss 

5 that with your lawyers and my prediction is that 

6 something could be worked out. It would have to be 

7 approved by the chairman and the ranking member. But 

8 in the past arrangements have been worked on. 

9 MR. DINH: If you are indeed called to 

10 testify at the public hearings, you will be provided 

1 1 with your actual copy of your deposition transcript 

12 four days in advance of your testimony, again for the 

13 limited purpose of preparing yourself for those 

14 hearings and not to be discussed with other witnesses 

15 or to be released to the public. 

16 You may be represented by counsel, and as 1 

17 see, Mr. Warin, Mr. Fowler and another gentleman 

18 whose name I have misplaced in my mind — 

19 MR. ST. CLAIR: My name is St. Clair. 1 

20 represent the Resolution Trust Corporation. 

21 MR. DINH: Thank you - are here in this 

22 deposition. Objections to the form of the questions 
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will be noted for the record. Your counsel may 
object on two grounds and give you instructions not 
to answer. That is scope and privilege. 

I should tell you that the committee 
chairman will ultimately rule on objections where the 
witness refuses to answer the question. 

MR. ST. CLAIR: My name, as 1 said, is 
Muncell St. Clair. I represent the RTC. 

Ms. Yanda and other witnesses are appearing 
because of the request of the Special Committee. As 
to depositions of RTC employees, the RTC is not 
waiving any applicable privilege as a result of its 
employees appearing and answering questions. 

However, the RTC is not going to be 
asserting any applicable privileges during this 
deposition, and Ms. Yanda is free to testify. As I 
said, our understanding is that her testimony and the 
information she gives does not waive any applicable 
privilege. 

MR. DINH: Swear in the witness, please. 
Whereupon, 

JULIE FRY YANDA 

8 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 

BY MR. DINH: 

Q State your name for the record. 

A Julie Fry Yanda. 

Q What is your address? 

A Home address? 

Q Office. 

A My office address is 4900 Main 
Street in Kansas City, Missouri. 


Q Can you give us your office phone 
number. 

A My office 
number is 968-721 1. 

Q From the time you received notice of this 
deposition, have you had any conversations with 
anybody besides your counsel and your immediate 
family members about the subjects that you are called 
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here to testify about? 

A No, I have not. 

Q Have you been interviewed or questioned 
under oath by any investigative agency or individual 
about the substance or subject matter that you have 
been called to testify about? 

A Under oath? 

MR. WARIN: Historically? 

MR. D1NH: Yes. 

MR. WARIN: You ought to identify earlier 
interviews. 

THE WITNESS: I haven’t been under oath, 
but I have been interviewed. 

BY MR. DINH: 

Q Are these by the Special Counsel or 
Independent Prosecutor? 

A The first one was with the FBI agents who 
worked on behalf of the Independent Counsel. Then I 
was interviewed by one of the attorneys for the 
Independent Counsel’s office. Then I was interviewed 
by the House -- some attorneys for the House Banking 
Committee. 

10 

Q When you say Independent Counsel, do you 
mean Mr. Starr? 

MR. WARIN: I don’t know that she knows 
whether it was Starr or Mr. Fiske. 

BY MR. DINH: 

Q Approximately when were you interviewed by 
the FBI agents representing Independent Counsel? 

A In May of 1994. 

Q When were you contacted by the attorneys 
representing the Independent Counsel? 

A November of 1994. 

Q You gave testimony to the House this past 
summer of 1995? 

A I was interviewed. 

Q You were not called as a witness? 

A No, sir. 

Q Do you know what the approximate month that 
was this summer for the House interviews? 

A I’m sorry. I don’t recall. 

Q I will ask you a little bit about your 
professional background. Who do you work for now? 

A The Resolution Trust Corporation, 


I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6667 


11 

professional liability section. 

Q What is your current position there? 

A Senior counsel. 

Q What office are you based out of? 

A Kansas City. 

Q How long have you been at that position? 

A Since May of -- since May of 1994. 

Q When did you join the Resolution Trust 
Corporation? 

A January of 1991. 

Q Can you give us a history as to the 
positions you held since January 1991 with the RTC. 

A 1 was the section chief. 

Q This is starting in January 1991? 

A When I began work in January 1991, and 1 
remained section chief until I was made senior 
counsel in May of 1994. 

Q Section chief of what section? 

A The professional liability section. 

Q Have you been with the Kansas City office 
since January 1991? 

A Yes, sir. 

12 

Q Can you give us a brief history of your 
professional experience prior to joining the RTC? 

A I graduated from the University of Missouri 
at Kansas City law school in 1979. I went to work 
for a labor law firm in Kansas City. 1 stayed with 
them for approximately one, year and then I joined 
the law firm of Pat Hartigan and eventually was made 
a partner. It was Hartigan & Yanda. 1 stayed with 
Mr. Hartigan until December of 1990. 

Q Then your next position was with the RTC? 

A Yes, sir. 

Q What kind of work did you do as a partner 
at Hartigan & Yanda? 

A Our emphasis was in fidelity, surety, 
construction contract law. 

Q Did you do any criminal work? Did you do 
any criminal representation, defense or investigation 
while you were at Hartigan & Yanda? 

A In the context of representing some of my 
clients, there would be allegations of criminal 
misconduct that may be raised or interspersed in the 
defense of some of the claims that 1 worked on. In 
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that context, yes. 

Q But your primary reason for representing a 
client is not with respect to criminal matters but 
those arise only as ancillary matters to your 
representation of them relating to fidelity, surety 
and construction contract law? 

A No, sir. By the nature of the work, 
criminal allegations were sometimes the very 
fundamental basis of the claims that were made, 
particularly under fidelity law. 

Q Approximately ~ and I’m not asking for any 
exact figures here — what percentage of your work 
dealt with criminal matters such as the ones you just 
described? 

A In the context of fidelity and surety 
work? 

Q And construction contract law, what percent 
of your practice? 

A The fidelity and surety portion of my 
practice was approximately 50 percent of what 1 did. 

Q What portion of that usually involved 
criminal allegations or defense or investigation? 

14 

A They were always interspersed in one form 
or another, sir, in the context of the fidelity 
claims. 

Q Let me ask you about your employment at the 
RTC. Who did you report to when you were section 
chief of the PLS section in Kansas City? 

A At what point in time? 

Q Well, why don’t we start in 1993, January 
of 1993 and go on until the end of 1994, and I know 
that that encompasses your elevation to senior 
counsel after May of 1994. 

A You want me to start in January of 1993? 

Q Yes. 

MR. WARIN: The question is who did you 
report to. 

THE WITNESS: My supervisor was Russ 
Kaufman, and I ~ the regional counsel for the Kansas 
City office was Glion Curtis. 1 had a broken line 
reporting to Tom — David Eisenstein and Tom Hindes. 

BY MR. D1NH: 

Q David Eisenstein and Tom Hindes are 
attorneys in Washington, D.C.? 
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A Yes, sir, with the professional liability 
section. 

Q Mr. Curtis and Mr. Kaufman both are based 
in Kansas City? 

A Yes. 

MR. KRAVITZ: You mean at the time. 

MR. DINH: At the time I mean. 

BY MR. DINH: 

Q By ’’broken line,” you mean you reported 
through Mr. Kaufman and Mr. Curtis to Mr. Eisenstein 
and Mr. Hindes? 

A No, sir. On substantive matters, I would 
report to Mr. Hindes. On administrative matters and 
reporting line structures, my boss was Glion Curtis 
and Russ Kaufman. 

Q Can you tell me when that reporting 
relationship changed? 

A In 1994. 

Q Approximately what month? 

A It was in the spring. I’m sorry, I don’t 
know the month. 

Q Do you know approximately how many months 
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you were in this new reporting relationship before 
you were made senior counsel in May of 1994? 

A The new reporting structure? 

Q Right. 

A I’m sorry, I don’t understand. 

Q You stated you did not recall when in the 
spring the reporting relationship changed. I’m 
trying to refresh your memory by pegging it to when 
your personal situation changed with respect to the 
title of your job in May of 1994. 

A I’m sorry. I just don’t recall. 

Q To whom did you report in the spring of 
1994? 

A When the reporting lines changed, I 
reported directly to Washington, to Mr. Hindes. 

Q You no longer reported even on 
administrative matters to Glion Curtis or 
Mr. Kaufman? 

A No, sir. 

Q What prompted the change? 

MR. WARIN: To the best of your knowledge, 
if you know. 
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THE WITNESS: I don’t know what prompted 
it. I know that there was a document that was issued 
that changed the reporting line. 

BY MR. DINH: 

Q Who issued the document, do you know? 

A One was issued by Ellen Kulka and the other 
by Jack Ryan. 

Q And Ms. Kulka at the time was general 
counsel of the RTC? 

A Yes, sir. 

Q What was Mr. Ryan’s position at the time? 

A I think — he was the head of the agency. 

Q He was above your pay grade, in any event. 

MR. WARIN: Way above it. 

BY MR. DINH: 

Q Has that reporting relationship continued 
after you were made senior counsel? 

A Yes, sir. 

Q To the present day? 

A Yes, sir. 

Q With respect to your position as section 
chief, how many employees did you have immediate 

18 

supervisory authority over? 

A At what point in time? 

Q Starting in January of 1993 through the 
present. 

MR. KRAVITZ: She is not section chief 
anymore. 

BY MR. DINH: 

Q Well, through May of 1994 then. 

A I at that time supervised the staff of the 
Kansas City professional liability section office. 

Q How many attorneys approximately were in 
that section? 

A There were in January of 1993 approximately 
10 lawyers. 

Q Mr. Phil Adams and Ms. Karen Carmichael 
were among those lawyers? 

A In January 1993, yes. 

Q When did they stop being lawyers under your 
supervision? 

A Excuse me. I’m going to have to correct 
something. I do not recall when Phil Adams began 
work with the professional liability section office. 
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Karen Carmichael was certainly there in January of 
1993, but I just don’t remember when Mr. Adams 
started. 

Q Are they still under your supervision? 

A Karen? 

Q Yes, Karen Carmichael. 

A Yes. 

Q Karen Carmichael is still under your 
supervision right now? 

A As senior counsel, yes. 

Q Was she under your supervision at all times 
you were the PLS section chief? 

A Yes, she would have been. 

Q And Mr. Adams? 

A Yes, sir. As long as they were with the 
professional liability section, they were under my 
supervision. 

Q Is Mr. Adams still in your supervision now 
as senior counsel? 

A Yes, sir. 

Q What does the professional liability 
section do? 

20 

A We investigate the professional liability 
claims arising out of failed financial institutions. 

Q By ’’professionals" you mean accountants, 
officers, directors and officers? 

A Yes, sir. 

Q These are civil investigations? 

A Yes, sir. That role changed with the June 
17, 1993 directive. 

Q But before June 17, 1993, your function was 
primarily civil? 

A Primarily, yes. 

Q Exclusively civil? 

A No, because we would interplay with the 

criminal group because sometimes the criminal 
referrals would impact particularly on a fidelity 
bond claims and we had to be careful to try and 
coordinate those efforts. 

Q Your primary responsibility was over civil 
claims? 

MR. WARIN: I think she has testified to 

that. 

BY MR. DINH: 
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Q Yes? 

A That was the primary focus of my work, 

yes. 

MR. KRAVITZ: So we are clear, you are 
still talking about the pre-June 17 ~ 

MR. DINH: Yes. 

BY MR. DINH: 

Q By the criminal section, do you mean the 
investigations section? 

A The criminal group that Mr. Iorio created 
inside the Kansas City investigators unit, yes. 

Q Mr. Iorio, is that Richard Iorio? 

A Yes. 

Q What is his position in the investigations 
unit? 

A His title has changed throughout the years 
but he currently is the field investigative officer. 

Q What was his title in 1993? 

A I don’t recall. 

Q Was he a head of the investigations unit? 

A Yes, sir, in the Kansas City office. 

Q Did there come a time when you became aware 

22 

of Madison Savings & Loan Association? 

A Yes. 

Q Can you tell me approximately when you were 
first aware of that association and under what 
context? 

A In the spring of 1991. 

Q How did you come about this knowledge? 

A I was asked by Washington PLS to secure the 
regional office sign-offs on an authority-to-settle 
memorandum involving that institution. 

Q An office sign-off on the -- 

A The regional office sign-off for the 
authority-to-settle memorandum out of Madison. 

Q Can you explain to me what an 
authority-to-settle memorandum is? 

A It is the mechanism that we in professional 
liability section use to secure authority to either 
initiate or settle litigation. 

Q What litigation was this involving? Was 
this involving the professional liability claims 
arising out of Madison Guaranty? 

A The accountant. 
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MR. WARIN: A professional? 

BY MR. DINH: 

Q Exactly. 

A The account liability claim out of Madison, 
yes. 

Q Do you know the name of the accountant? 

A No, sir. 

Q Do you know what company he was working 

for? 

A No, sir. 

Q Was this the Frost & Company litigation? 

A I’m sorry, sir. 1 don’t know. 

MR. WARIN: She wasn’t involved in it. 

BY MR. DINH: 

Q Which leads me to my next line of 
questioning. What exactly do you mean by a regional 
office sign-off? 

A In 1991, there were approximately six to 
eight different signature lines that you had to get 
signed off on in order to have an authority memo 
approved in this agency. At least two of those 
signature lines involved the regional offices. In 

24 

our case it was Mr. Curtis, who was our regional 
counsel, and our vice president, one of our vice 
presidents, who would sign off. His name was 
Mr. Thompson. 

Q Jim Thompson? 

A Yes. 

Q They asked you or one of them asked you to 
look at this memorandum — 

A No. 

MR. WARIN: I think her testimony was 
somebody in Washington in the PLS section contacted 
her and said could you get these two sign-offs on a 
settlement that Washington was doing. 

BY MR. DINH: 

Q Can you tell me who the person in 
Washington is? 

A Sitting here today, I just don’t recall who 
it was. 

Q Could it have been April Breslaw? 

A I just don’t know, sir. 

Q So, you were not involved substantively in 
the sign-off itself? That was Mr. Curtis and 
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Mr. Thompson’s authority and responsibility? 

A Yes, sir. There was no delegated authority 
to the field personnel. 

Q But the call came to you in order to get 
these sign-offs? 

A Yes, because I headed up the regional 
office of the professional liability section. 

Q What steps, if any, did you take in order 
to respond to this request? 

A I physically carried them to Mr. Curtis’s 
office and to Mr. Thompson’s office. 

Q And were they signed off? 

A Yes. 

Q While you were there, in your presence? 

A Timewise, I don’t recall. I don’t recall 
if they physically signed them off in my presence or 
not. 

Q But they were done fairly expeditiously 
when you walked them to their offices? 

MR. WARIN: She didn’t have a recollection, 

Viet. 

THE WITNESS: 1 don’t recall. 
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MR. D1NH: Contemporaneous or not, whether 
they were done in her presence. Now I’m moving on to 
what kind of time frame it was. Whether or not she 
had a recollection with respect to them signing in 
her presence is a completely different matter to 
whether they were signed somewhat contemporaneously 
in the same time frame as when she brought them back 
to their offices. 

1 would appreciate if you would permit the 
witness to answer the questions. You can state your 
objections as to the form of the questions, and 1 
certainly would try my best to clarify the 
questions. 

MR. WARIN: That was an unclear question. 

My effort was to try to clarify that for you. 

MR. KRAV1TZ: Is there still a question 
pending? 

MR. DINH: Yes. 

BY MR. DINH: 

Q Did they sign it fairly promptly after you 
brought it to their attention? 

A 1 don’t recall. 
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Q Thank you. 

When was the next time you became involved 
or became aware of Madison Guaranty? 

A The vice president of our office ~ 

Q The same vice president, Mr. Thompson? 

A Yes. He called me, I believe, in the fall 
of 1991. 

Q And what was the purpose of this call? 

A It was a newspaper article relating to 
Madison that had appeared in some East Coast paper. 

He asked me if 1 could get some information for him. 

Q Do you know by what means did he come about 
to know about this newspaper article, Mr. Thompson? 

A Do I know how he — 

Q Yes. Did he tell you where he got this 
newspaper article at the time? 

A Yes. It was in the Kansas City Star. 

Q It was not an East Coast newspaper article? 

A Yes. 1 mean it was an East Coast newspaper 
article. 

MR. KRAVITZ: She said it was in the Kansas 
City ~ 

28 

THE WITNESS: It was the Kansas City Star. 

It was an AP article. 

BY MR. DINH: 

Q It was filed in the East Coast? Is that 
what you mean by an East Coast newspaper article? 

A Yes. 

Q What exactly did this newspaper article say 
with respect to Madison Guaranty Savings & Loan 
Association? 

A I don’t know that I read it. 

Q But you were just simply asked to gather 
some information regarding Madison? 

A Yes, sir. 

Q And what steps did you take, if any, in 
response to this request? 

A I contacted April Breslaw. 

Q You contacted April Breslaw in Washington, 

D.C.? 

A Yes, sir. 

Q What is her position in Washington, D.C.? 

A She is a senior attorney with the 
professional liability section of the RTC. 
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Q Why did you contact April Breslaw? 

A Because Madison was her case. It had never 
been sent out to my office for handling or any 
responsibilities. 

Q That is within the PLS section, it had 
never been sent out to your office? 

A Yes, sir. 

Q So, the substantive responsibility for the 
case was in Washington, D.C. with April Breslaw at 
the time? 

A Yes, sir. And at all times thereafter. 

Q And at all times thereafter. 

Did she respond to your inquiry in any 

sense? 

A Yes, sir. She sure did. 

Q What did she do? 

A She gave me the information that 
Mr. Thompson wanted and 1 relayed that to 
Mr. Thompson and that was the end of it. 

Q What sort of information? 

A I don’t recall the specifics. I just 
recall that they were triggered after JT read this 
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newspaper article. 

Q Can you generally tell me what 
information? Did it relate to the professional 
liability claims against Madison? Did it relate to 
any pending criminal investigation? Can you tell me 
the general subject area relating to Madison 
Guaranty? 

A The general subject matter was the 
investments in Whitewater Development Company. 

Q Investment by whom? 

A Mr. Clinton. 

Q By Mr. Clinton. 

Did Mr. Thompson at any time after the fall 
of 1991 approach you for similar information or 
updates regarding Madison Guaranty? 

A At any time after 1991? 

Q Yes. 

MR. WAR1N: Go ahead. 

MR. KRAVITZ: I would just - 

MR. DINH: If your attorney has an 
objection, he can state it for the record. 

THE WITNESS: It was Mr. Kravitz 1 was 
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listening to. 

MR. DINH: That applies to Mr. Kravitz as 

well. 

MR. WARIN: Let me confer with my client. 

(Counsel conferred with the witness.) 

MR. DINH: Before the reporter reads back 
the question, I would like to request counsel to 
permit the witness to answer the question before you 
confer with your client. 

MR. KRAVITZ: I have yet — come on — 

MR. WARIN: I will confer with my client as 
I perceive appropriate. 

MR. DINH: I think I am entitled to an 
honest unrehearsed answer — 

MR. WARIN: You will get an honest 
unrehearsed answer. Anything I confer with her about 
is legal advice, and that has nothing to do with 
honesty and to suggest otherwise is inappropriate for 
any committee counsel or any lawyer to say to another 
lawyer, that when one confers with a client there is 
going to be a suggestion of unhonesty or dishonesty. 
MR. DINH: I apologize for the 
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misspeaking. 1 meant contemporaneous or 
extemporaneous unrehearsed answers. 

I certainly do not mean any disrespect or 
any allegations of impropriety with respect to 
opposing counsel. 

THE WITNESS: What about the witness? 

MR. DINH: And the witness. 

THE WITNESS: I appreciate that. It is my 
integrity, too. 

What was the question, please? 

(The reporter read the record as requested.) 

THE WITNESS: He never approached me and 
asked me for updates. He told me at another point in 
time that there were some referrals going out 
relating to Madison. He was telling me a fact. He 
wasn’t asking me for anything. 

BY MR. DINH: 

Q Do you know approximately when he told you 
this fact? 

A Yes, sir. He told me in the fall of 1992. 

Q Do you know exactly when in the fall of 
1992? 
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A It is when the first set of Madison 
referrals went out. 

Q Was it before or after the first set of 
Madison referrals went out? 

A After. 

Q It was after. By the first set of 
referrals, I take it you mean referral number CR 
0004, the one referral coming out in 1992? 

MR. WARIN: Why don’t you ask her if she 
has a basis for knowing the number in the referrals. 

THE WITNESS: 1 don’t know about the 
numbering. I thought there were more than one 
referral that went out in 1992. 

BY MR. DINH: 

Q Did you express an interest to Mr. Thompson 
regarding these criminal referrals? 

A No, sir. 

Q He just volunteered this information to you 
in the fall of 1992? 

A No. We were in a meeting and Mr. Iorio 
came out to Mr. Thompson’s office. Mr. Thompson and 
I were out in Overland Park, Kansas. Mr. Iorio and 
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the investigative unit were in Kansas City, 

Missouri. Mr. Iorio came out and during that meeting 
Mr. Thompson told me about the referrals going out, 
and Mr. Iorio gave me copies of them. 

Q Was this a for-your-information kind of 
offer? 

A Yes, sir. I wasn’t asked to do anything 
related to that. 

Q Between the fall of 1991 and the fall of 
1992, between these two conversations with 
Mr. Thompson relating to Madison Guaranty Savings & 
Loan Association, did you have any other contact 
with, or did you have any other time when you became 
aware of Madison Guaranty Savings & Loan Association? 

A No, none. 

Q When was the next time that you became 
aware of this institution again? 

MR. KRAVITZ: When you say the next time 
she became aware of it, presumably she is aware of it 
all along. Do you mean the next time she actually 
heard something about it or did something with regard 
to it? 
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BY MR. DINH: 

Q When you heard something about it. 

A Let me put this in context for you. First 
of all. I’m not all that sure I was aware in terms of 
actively knowing, doing or saying anything about it. 

Q I did not ask you whether you were involved 
in any investigation or doing anything. I was merely 
asking you whether you heard anything respecting it. 
That’s why I chose the word "aware.” I think 
Mr. Kravitz is correct in clarifying as to when was 
the last time you heard something about the 
institution. 
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MR. WARIN: Chronologically where we are is 
sometime after the fall of 1992 and the question as 
posed, what is your next memory of your awareness of 
something having to do with Madison intersecting your 
life after the fall of 1992. 

THE WITNESS: In May of 1993, Mr. Thompson 
told me that investigations was working on an 
additional set of criminal referrals relating to 
Madison, and he asked me — excuse me. He told me 
two things: Number on e, that they were working on an 
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additional set of criminal referrals; and number two, 
that he had directed that they reexamine the civil 
side of the Madison claims as well from an 
investigative perspective. 

He asked me if 1 would assign a lawyer to 
work alongside the investigative unit on the civil 
side of this review. 


BY MR. DINH: 

Q Now, when you say reopen the civil 
investigative side of Madison Guaranty, were you 
involved in the initial investigation at all? 

MR. WARIN: Excuse me. Her testimony was 
reexamine, not reopen. 

BY MR. DINH: 

Q Reexamine. 

A I’m embarrassed now. I have lost the 
question 

(The reporter read the record as requested.) 

THE WITNESS: Not in any way, shape or form 
in the initial civil investigation. 

BY MR. DINH: 

Q And the suggestion that the investigation 
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be reexamined, from whom did the suggestion come? 

A Mr. Thompson. 

Q Was that communicated to Mr. Thompson by 
Mr. Iorio, to the best of your knowledge? 

A I don’t know if Mr. Thompson — how or what 
mechanism he used with Mr. Iorio to trigger that. 

Q This was in May of 1993 -- 

MR. WARIN: Actually, your predicate was a 
different one. I think you said did Iorio 
communicate that to Thompson. 

THE WITNESS: That’s why I was a little 
confused. I tried to restate it. 

MR. WARIN: Do you have any knowledge of 
that, what communication there was with Iorio and 
Thompson on this matter? 

THE WITNESS: No, I don’t. 

BY MR. DINH: 

Q You have no knowledge as to what basis for 
which Mr. Thompson suggested that you reexamine the 
prior investigation? 

A No, sir, I don’t. 

Q Did you assign a lawyer to reexamine the 
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prior investigation? 

A To work with the investigative unit. 

Q To work with the investigative unit at the 
suggestion of Mr. Thompson? 

A Yes, I did. 

Q Which lawyer was that? 

A Mr. Philip Adams. 

Q Did you make that assignment also in May of 
1993? 

A Yes, sir, I did. 

Q Was there any particular reason as to why 
you chose Mr. Philip Adams? 

A Absolutely. 

Q Can you tell us what those reasons were? 

A Mr. Adams was a former federal prosecutor 
who worked with the Kansas City U.S. Attorney’s 
Department of Justice office in Kansas City, and he 
worked on the strike force in his career. He was, 
from my perspective, a perfect person to tap to do 
this because of his federal prosecutorial 
experience. 

Q What was the scope of Mr. Adams’s 
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involvement with the investigations unit? Was it 
limited simply to the reexamination of the prior 
civil investigation or was it also substantively to 
advise them with respect to the criminal 
investigation they were conducting? 

A At what point in time? 

Q May of 1993, at that time, with your 
understanding that you appointed him. 

A His role at that time was on the civil 
side. 

Q Did that role change at some point? 

A Yes, sir, it did. 

Q When did that change? 

A In the fall of 1993. 

Q Can you tell me what prompted the change? 

A Well, two things. First of all, PLS’s role 
changed with the issuance of the June 17, 1993 
directive that required the professional liability 
section to review referrals before they go out to the 
U.S. Attorney’s Office. 

Two, the referrals came — Mr. Adams was 
the one who became aware that the referrals were 
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actually ready to go to the Department of Justice in 
the fall of 1993. 

Q Do you know approximately when in the fall 
of 1993? 

A September 24th, 1 believe. 

Q With respect to the June 17, 1993 
directive, do you know who authored the directive? 

A No, sir, 1 don’t. 

Q Let me refer you to exhibit Bates stamped 
TH 8703. 

(Witness examined the document.) 

Is that the directive to which you refer? 

A I have never seen it with C-l printed on 
it. 

Q I’m sorry. C-l is just an internal 
security mechanism we have in accordance with our 
security procedures which you had a glimpse of 
earlier with respect to the deposition transcripts. 

So ignore the C-L 

A Well, the last page of this exhibit is the 
beginning of another document that has Mr. Ausen’s 
handwritten note on it, but the first six pages of 
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this document appear to me to be an accurate copy of 
the June 17th directive. 

Q Can you read me the name of the first 
person on that list as to whom it was from? 

A It is indicated that it is from 
Mr. James R. Dudine. 

Q The rest are? 

A Mr. Thomas L. Hindes, Mr. James M. Barker 
and Mr. Jerry Patchan. 

Q And this is the directive that changed the 
role of the PLS section with respect to criminal 
referrals? 

A Yes, sir. 

Q How substantively did it change? 

A Prior to this point in time, when and if 
PLS would get a copy of the criminal referrals, it 
would always be after the referrals were out the 
door. 

Q As an informational objective? 

A I don’t know the purpose of it. I’m just 
telling you when we got them. 

Q And after the directive? 
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A PLS was required to review the documents 
except in rare circumstances, according to the 
directive, prior to the time that the criminal 
referrals were sent to the Department of Justice. 

Q Since June 17, 1993, have you — by "you," 

1 mean the PLS section — in fact referred every 
criminal referral — reviewed every criminal referral 
before it went out the door? 

MR. WARIN: You are talking about PLS 
Kansas City, her unit? Obviously she can’t speak on 
a macro basis for people. 

MR. DINH: Right. 

THE WITNESS: Sir, my group has reviewed 
all those that have been sent to us that we have been 
aware of. 

BY MR. DINH: 

Q Are there criminal referrals that you have 
been aware of that have not been sent to you? 

A I’m aware that there is an allegation out 
there that there are some referrals that did not come 
to us. I don’t have copies of the referrals. 

Q And these allegations are that they are not 
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sent to you, so that they were not reviewed by you — 

A That’s right. 

Q — before they went out the door? 

A Yes, sir. 

Q Beyond generally allegations, do you have 
any knowledge of any specific allegations as to what 
criminal referrals they are or the number of criminal 
referrals with respect to these allegations? 

A Ones that I haven’t reviewed? 

Q Right. 

A I - 

MR. WARIN: He is asking you beyond the 
general knowledge you have, do you have any more 
specific knowledge. 

MR. KRAVITZ: He hasn’t really asked her 
what the general knowledge was first. All she said 
is she heard allegations. 

MR. DINH: The general knowledge of the 
allegations. 

MR. KRAVITZ: Do you want to just ask her 
what the allegations are that she has heard? Maybe 
we could start there. 

44 

MR. DINH: Sure. 

THE WITNESS: The allegations that I have 
heard are those that Ms. Lewis made at her testimony 
in front of the House, that there were some criminal 
referrals that postdate the June 17, 1993 directive 
that PLS did not review prior to the time those 
referrals went to the Department of Justice. 

BY MR. DINH: 

Q Do you know how many? 

A I don’t know. 

Q With respect to the criminal referrals that 
you were talking about that you became aware of on 
September 24, 1993, these are referrals 1 take it 
that relate to Madison Guaranty Savings & Loan 
Association? 

A Yes, sir. 

Q And from where did these referrals 
originate? 

A They were drafted by the Kansas City office 
of investigations. 

Q What happened on September 24, 1993? 

A Mr. Adams met with Ms. Lewis, and during 
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that conversation, she mentioned that the referrals 
were ready. 

Q The referrals were ready? 

A Yes, sir. 

Q Did those referrals subsequently — did 
Ms. Lewis subsequently send those referrals to the 
PLS unit for review? 

A No. She didn’t send them. We went and got 
them. 

Q What were the circumstances surrounding 
your going to get them? 

MR. WARIN: You mean beyond having them 
picked up or someone picking them up? 

MR. D1NH: Right. 

BY MR. DINH: 

Q Why did you go and pick them up? 

A Well, when Mr. Adams told me that these 
referrals were ready, I called Mr. Iorio, and 1 
reminded him of the June 17th directive, that PLS 
needed to review these documents pursuant to that 
directive. 

Q Did Mr. Iorio raise any objections to you 
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with respect to that reminder? 

A He said he wasn’t aware of the directive. 

So I faxed it over to him. 

Q After he read the directive, did he 
register an objection? 

A No. To the contrary. He agreed with me 
that we would have two weeks to review the 
referrals. 

Q Two weeks from September 24th? 

A I don’t recall the date that Mr. Iorio and 
1 made that agreement. 

Q Do you know the exact date that you or 
somebody in the PLS section went over to pick up the 
referrals? When did you start your two-week period? 

A From the day we picked up the referrals. 

Q You do not know what the approximate date 
of that is? 

A I remember it was a Friday. 1 don’t 
remember anything else. 

Q And you agreed with Mr. Iorio that it would 
be completed within two weeks? 

A 1 gave him my word. 
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Q Was there a discussion with respect to 
that? Was Mr. Iorio concerned that it would take 
more than two weeks? 

A If he was concerned about it taking more 
than two weeks, he didn’t express that concern to 
me. He was just adamant that I keep my word that it 
be done — 

Q Why did you feel the need to give him your 
words that it would take only two weeks? 

A Because he asked me for a commitment. 

Q As to the time? 

A Yes, sir. 

Q Prior to him asking you for a commitment, 
did he express to you any concern as to the length of 
time it may take for you to complete your review of 
the referrals? 

A During our discussion, he did indicate that 
he was concerned that we get it done as quickly as 
possible. 

Q Do you know what the basis for that concern 
was? Did he express that to you during your 
conversation or discussion? 
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A Not Mr. Iorio. 

Q Have you come to any subsequent knowledge 
as to what the basis of his concern was? 

A Mr. lorio’s concern? No. 

Q What, if anything, did you - what steps, 
if any, did you take with respect to these referrals 
when they were finally in your hands? 

A The first thing we did was — the referrals 
came over without any exhibits and there were 
numerous exhibit references in the referrals. So we 
contacted — Phil contacted Mr. Ausen and asked for 
copies of the exhibits, which we got a day or two 
later. 

Q And then -- let me back up. Who in your 
office was involved in doing the actual review of 
these referrals? Was it you? 

A No, sir. It was our criminal coordinator, 

Karen Carmichael, and our former federal prosecutor 
Phil Adams. 

Q Criminal coordinator, she is an attorney in 
the PLS section? 

A Yes, sir. 
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Q And she has an additional title of being a 
criminal coordinator? 

A Yes. My supervisor at the time, 

Mr. Kaufman, appointed her the criminal coordinator 
for the Kansas City office. 

Q Do you know if she had any experience with 
respect to criminal investigations? 

A She was a criminal coordinator in the Tulsa 
office. 

Q Prior to her employment as criminal 
coordinator in the Tulsa office? 

A She was never criminal investigator in the 
Tulsa office. 

Q Criminal coordinator. I misspoke again. 

A No, sir, I’m not aware if she did or not. 

Q You are not — you don’t have knowledge 
with respect to her former prosecutorial experience 
like you have with respect to Mr. Adams? 

A No, sir, 1 don’t. 

MR. KRAV1TZ: You are not suggesting that 
experience as a prosecutor is the only way to get 
experience in criminal matters, are you? 
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MR. DINH: Off the record. 

(Discussion off the record.) 

MR. DINH: I am merely asking questions, 

Mr. Kravitz. 

BY MR. DINH: 

Q Do you know when Ms. Carmichael and 
Mr. Adams completed their review of the criminal 
referrals? 

A Yes, sir. 

Q Can you tell us when that is? 

A The morning of October 8. 

Q The morning of October 8. How did you come 
about to know that they had completed? 

A Throughout that two-week period of time I 
was talking to them on a daily basis. 

Q You were getting progress reports from them 
or were you substantively involved asking questions 
about what they were doing? 

A The progress reports would take the form of 
me asking where they stood, what they needed, did 
they need more resources, that kind of thing. 

Q And on October 8, did they send a 
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memorandum to you or an E-mail or did they tell you 
orally that they had completed their criminal 
referral review? 

A They E-mailed it to me. 

Q What did they E-mail to you? 

A The results of their review of the 
referrals. 

Q Were these results written? 

A Yes, sir, they were. 

Q And what did you do to the E-mail or the 
written results that you received from Ms. Carmichael 
and Mr. Adams? 

A Consistent with what I do with every 
memorandum that comes across my desk and every 
memorandum that I have worked on since I began the 
practice of law 16 years ago, I sat down, went 
through the document, made sure that it made sense to 
me. If I had any additional questions, I would get 
them answered. I had Mr. Adams and Ms. Carmichael 
into my office. Whatever questions I had, they 
answered. I finalized the document and sent it 
over. 
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Q Did you sign the document? 

A No, sir. 

Q Did Ms. Carmichael and Mr. Adams sign the 
document? 

A Sir, it is an E-mail document. You can’t 
sign it. 

Q Let me refer you to exhibit PLS 000 IS. It 
is an October 7, 1993 interoffice memorandum from 
Karen Carmichael, Philip Adams to Julie Fry Yanda. 

(Witness examined the document.) 

A Yes, sir. 

Q Have you seen this document before? 

A Again, I have never seen it with this H-l 
printed on each page. 

Q Again, the H-l is another designation of 
security. It stands for highly confidential as 
opposed to the C-l which means only confidential. 

Now you have another glimpse of our security 
procedures. 

A It appears to be a copy of the PLS review 
memorandum that was generated in response to the 
Madison referrals pursuant to the June 17 directive. 
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Q Was this the memorandum that was sent to 
you via electronic mail on October 8, 1993? 

A I have no way of knowing if this is the 
document that came to me or the document that went 
out from my office. Sitting here today, I don’t 
know. 

Q But the substance of it, does it 
approximate what you recollect to be what you 
reviewed at that time with Ms. Carmichael and 
Mr. Adams? 

MR. WARIN: Can you tell? 

THE WITNESS: Yes, it appears to be a 

copy. 

BY MR. DINH: 

Q This is a hard copy; this is not a printed 
electronic mail message. This is a copy on 
Resolution Trust Corporation letterhead? 

MR. WARIN: The record speaks for itself. 

It is obviously on letterhead. Is there anything to 
distinguish this from an E-mail document? 

THE WITNESS: I attach these documents to 
my E-mails. That’s what this is. 


BY MR. DINH: 

Q To whom did you forward the E-mail to on 
October 8, 1993? 

A The E-mail with this attachment? 

Q Yes. 

A To the individuals in my reporting changes, 
which would have been Mr. Curtis, who is my boss in 
the Kansas City office, Mr. Kaufman, my supervisor, 
Mr. Hindes. I don’t recall sitting here who else it 
went to. 

Q Let me refer you to Bates stamp exhibit 
TH 0765 and ask you to review that. 

(Witness examined the document.) 

A Yes, sir. 

Q Is that the E-mail with which you attached 
the legal review memorandum as far as you can tell? 

A Yes, sir. Again, I don’t know that the 
document you showed me that purports to be the 
memorandum is the one that I in fact attached here, 
but yes. 

Q You attached a legal review memorandum to 
this E-mail? 
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A Yes, sir, I did. 

Q Can you read the names of the people that 
it went to? 

A Mr. James R. Dudine, Mr. Thomas L. Hindes, 
Mr. E. Glion Curtis, Mr. Dennis M. Cavinaw, 

Mr. James G. Thompson, Mr. L. Richard lorio, 

Mr. David M. Swiss, Mr. Russell F. Kaufman, 

Mr. Lee O. Ausen, Ms. L. Jean Lewis, Mr. Carl F. 
Gamble. 

That’s the addressees. With carbons to 
Ms. Karen L. Carmichael and Mr. Philip J. Adams. 

Q Can you tell me how many legal reviews the 
PLS section in Kansas City had performed prior to 
this? 

A Innumerable. 

Q Innumerable? 

A Yes. 

Q Was this between June 17, 1993 and that 
time? 

MR. WARIN: You asked a different 
question. This is a review of a criminal referral. 

You asked how many legal reviews they had done. 

BY MR. DINH: 

Q By that I mean a legal review of a criminal 
referral. 

A The practice 1 go through is 
indistinguishable whether it is a criminal referral 
or a civil authority review procedure. It is no 
different than what I did in private practice. 

I’m not sure l understand your question, 
because this is what I do. I go through the process 
of determining whether the facts support the 
allegations and if there is evidence to support those 
facts. 

That is my process of determining whether 
or not we have got a good fit to pursue the 
allegations. Whether they are civil or criminal, it 
makes no difference to me. 

Q At the same time, can you tell me if you 
had applied this process to a prior criminal referral 
previous to October 8, 1993? 

MR. WARIN: From the time of June 17 to 
October 8, had the PLS section done any reviews of 
potential criminal referrals? 
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THE WITNESS: Not of criminal referrals, 
because it wasn’t our responsibility prior to June 
17th. Subsequent to June 17th, there were no 
referrals that 1 was aware of or that anyone I know 
of in PLS was aware of that predated the Madison 
referrals. 

BY MR. DINH: 

Q Is this list of addressees the same list 
that you would use if you were forwarding a legal 
review of a civil referral? 

A At that time most of these people would 
have been on that list. You have several criminal 
people on here that of course wouldn’t be on a civil 
review. 

Q Besides the criminal investigators on the 
list, would that be the exact list that you would 
send a civil review to? 

A Civil reviews don’t follow this path. 1 
would get sign-offs from — of course, Mr. Dudine, 

Mr. Hindes would have to sign off. Mr. Curtis would 
have to sign off. Mr. Cavinaw or Mr. Thompson would 
have to sign off. And Mr. Iorio would have to sign 
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off. In Mr. Curtis’s absence, Mr. Swiss would have 
to sign off. In Mr. Swiss’s absence, Mr. Kaufman, my 
boss, would have to sign off. But it is the same 
group. 

Q It is the same group? 

A Relatively speaking, depending on what the 
issue was and who was in the office at any given time 
they were the same group. 

Q Mr. Iorio would also have to sign off on 
civil reviews? 

A Oh, absolutely. 

Q Is this part of the coordination between 
the investigations unit and the PLS unit? 

A Absolutely. In fact, he had delegated 
sign-off authority on certain settlements at this 
time. 

Q Did that sign-off authority continue after 
the June 17, 1993 directive? 

A On the civil side, it sure did. 

Q Can you tell me what happened to the 
criminal referrals after you completed your review? 

Did it subsequently get transmitted to the U.S. 
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Attorney’s Office? 

A I saw the letter of transmittal sending it 
to the U.S. Attorney’s Office. 

MR. WARIN: Were you involved in that 
transmittal? 

THE WITNESS: No. I just got a copy of the 

letter. 

MR. WARIN: You don’t know? You saw a 
transmittal letter. 1 think that is not her 
bailiwick. You might want to flesh that out. 

MR. DINH: I appreciate the clarification. 

BY MR. DINH: 

Q Do you recall what the date of the 
transmittal letter is? 

A It is August 8 — it is October 8, 1993. 

Q The same date that you forwarded the legal 
review of the criminal referrals to the people who 
had to sign off on the legal review? 

A Yes, sir. 

Q Have you had any subsequent conversations 
with any of these people -- and 1 exclude the 
criminal investigators from that question — all the 
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people who had to sign off on the legal review, have 
you had any subsequent discussions with them with 
respect to the speed that they went through the legal 
review and transmitted the criminal referral to the 
U.S. Attorney after that review? 

MR. WARIN: I think you have confused 
apples and oranges. She testified to a review, and 
you asked her at one point how does this list compare 
to this list. 

BY MR. DINH: 

Q You sent the review out on August 8 -- 
October 8, 1993. 

A Yes, sir. 

Q The legal review is of the substantive 

criminal referrals? 

A Yes, sir. 

Q The criminal referrals -- 

MR. WARIN: Peg down to whom she sent 

that. 

That went back to investigations, did it 

not? 

BY MR. DINH: 
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Q You sent it back to the list of addressees 
on this E-mail to which you are referring right now? 

A Yes, sir. But 1 don’t want to confuse that 
with the legal sign-off on the civil side. It is 
just the same cast of characters. 

Q Now Em limiting my questions only to the 
criminal referral and specifically this set of 
criminal referrals. 

A Yes, sir. 

Q Have you had any subsequent conversations 
with any of the addressees of your E-mail with 
respect to the timing of your submission of the legal 
review of the criminal referrals and their decision 
to forward the criminal referrals themselves to the 
U.S. Attorney’s Office on the same day? 

A Of course I have been interviewed by the 
FBI - 

Q 1 am talking about this list. 

MR. WAR1N: His question, albeit compound 
and there are two questions there, but the first 
question is did you have any substantive conversation 

after October 8, 1993 with any of the people on this 
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list regarding the speed with which the sending of 
the criminal referrals went. 

You can answer that yes or no. 

THE WITNESS: No. 

MR. WAR1N: Okay. 

BY MR. DINH: 

Q You did not ask them why they sent out the 
criminal referrals the same day you had completed the 
legal review? 

MR. KRAVITZ: Have you established that 
those are the people that sent them out? Didn’t you 
take away from that first question all the 
investigators? It is my understanding it is the 
investigators who sent them out — 

BY MR. DINH: 

Q Do you know who wrote the transmittal 
letter? Do you remember who wrote the transmittal 
letter of the criminal referrals? 

A No, I don’t remember. 

Q Do you know who sent out — in the normal 
course of procedure, do you know who sends out the 
criminal referrals? Is it like Mr. Kravitz says, the 
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investigator sends them out? 

A Yes. It comes out from investigations. 1 
just don’t know if it is one consistent person or 
several. 

Q It comes out from investigations? 

A Yes, sir. 

Q Do you have substantive authority with 

respect to the legal review of the criminal referrals 
to delay or stop the transmittal of criminal 
referrals? 

A Do I have that authority? 

Q In connection with your legal review of 
such referrals? 

MR. KRAVITZ: Do you mean under the June 

17 - 

BY MR. DINH: 

Q Under the June 17, 1993 directive. As I 
understand, that’s the only source of your authority 
with respect to your legal review. 

MR. WARIN: It sounds like he is asking you 
how do you interpret the June 17, 1993 memo in 
relationship to the ability to either delay or stop a 

criminal referral. 

THE WITNESS: I take issue with the 
characterization of delay. That’s my problem here. 

BY MR. DINH: 

Q When you complete a review — let’s say you 
complete a review, you say this is inadequate, the 
criminal referrals. Hypothetically you say that this 
criminal referral is inadequate. What steps, if any, 
can you take in order to suggest or require the 
investigators not to send out that criminal referral 
which you thought to be inadequate to the U.S. 
Attorney? 

A I can’t stop them from sending it out. All 
I can do is review it, make recommendations to make 
it a stronger, more constructive document, and that’s 
the extent of my authority. But by doing that 
review, 1 take issue with your characterization that 
I have somehow delayed those referrals. 

Q No, no, no. The question was not a 
characterization of your process of review. The 
question was going to at the end of your review, do 
you have any substantive authority to delay pending 
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revisions of those referrals based on your review. 

A No, sir. 

Q So, to the best of your knowledge, did you 
see the criminal referrals when you saw the 
transmittal letter? 

A Did I personally? 

Q Yes. 

A I did not. 

Q Have you subsequently seen the criminal 

referrals after they were sent out to the U.S. 

Attorney’s Office? 

A No, sir. 

Q Did you see them before they were sent out 
to the U.S. Attorney’s Office? That is, did you see 
them when they were submitted to you for the legal 
review? 

A Yes, I saw them. 

Q Do you know from any other source of 
knowledge whether those criminal referrals were 
revised in light of the criminal referral review that 
your office performed? 

A No, I don’t. 
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MR. KRAVITZ: Would this be a good time to 
take a short break? 

MR. DINH: Sure. 

(Recess.) 

BY MR. DINH: 

Q Just to remind you, because we went off the 
record, of what we were discussing before, we were 
still talking about the legal review. In that 
respect, let me refer you to JY 009, an E-mail from 
Julie Yanda to Tom Hindes forwarded by Julie Yanda to 
Karen Carmichael. 

(Witness examined the document.) 

MR. KRAVITZ: What is the date? 

MR. DINH: March 24, 1994. 

BY MR. DINH: 

Q With particular emphasis, can 1 direct your 
attention to the next to the last paragraph of that 
E-mail. 

A Just a second. Let me finish reading it, 
please. 

(Witness examined the document.) 

MR. WAR1N: You want to talk about the 
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first - 

BY MR. DINH: 

Q The first E-mail. 

A JY 0009? 

Q Yes. 

With respect to the next to the last 
paragraph of that E-mail, the one that begins with 
’’despite," can you describe — can you just read the 
first sentence of that E-mail for us. 

A "Despite what 1 personally believe to be 
the clear intent of the language of the June 17, 1993 
directive, Ken Donahue of D.C. investigations took 
the position that he helped draft the directive and 
he ’knew’ that no one intended that PLS (criminal 
coordinators) review all referrals before they are 
sent to DOJ." 

Q What was — 

MR. KRAV1TZ: Are you going to let her read 
the whole paragraph? 

MR. DINH: The first sentence. 

BY MR. DINH: 

Q You can read the whole paragraph if you so 
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choose. Would you like to read the whole paragraph? 

A I don’t — 

Q In the interest of time, I will return to 
it if it would clarify your answer. 

What was the basis of your knowledge as to 
what Mr. Ken Donahue’s feelings were about the 
directive? Did you talk to Mr. Donahue? 

A Yes. 

Q He said this to you, that he knew that no 
one intended that PLS review all referrals? 

A Yes. He told me that. 

Q Did he tell you - what exactly was the 
intention of the June 17, 1993 directive as he 
understood it? 

A I asked him that question, and he couldn’t 
answer it. 

Q What was his answer, if any? 

A He shrugged his shoulders. 

Q Did you ask him whether any criminal 
referrals were to be reviewed under his view of the 
June 17, 1993 directive? 

A I don’t recall asking him that in that 
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manner. 

Q But this is a view that you disagreed with? 

A My statement to Mr. Donahue then was then 
you failed miserably at your job. He told me he 
drafted it. I told him if that was his intent, then 
he failed miserably at his job. 

Q Because? 

A Because that is not what that document says 
to any fair-minded, intelligent person. 

Q That document says that "except in rare 
circumstances” -- 

MR. WARIN: Well, the document speaks for 
itself. I think if you want to quote some language, 

Viet will be happy to look at it again. 

BY MR. DINH: 

Q Can you read that sentence to us, the one 
you read earlier as support for the legal review 
process. 

A It is — 

Q Let the record reflect the witness is now 
referring to TH 0704, which is the second page 
previously established June 17, 1993 directive. 
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A It is the same language that I quote in 
document JY 0009, where I quote from the June 17th 
directive. "Except in rare circumstances, criminal 
referrals shall be reviewed by RTC investigations and 
legal division criminal coordinators before they are 
delivered to the U.S. Attorney and the FBI or other 
investigative agencies.” 

Q What was your feeling as far as what the 
rare circumstances were? Have you had occasions to 
encounter such a rare circumstance? 

A No, sir. 

MR. WARIN: Just for the finishing of that 
paragraph, it says also ”RTC criminal coordinator 
shall make certain that all required information and 
support documents are provided.” And then it moves 
on, the document on page 2 moves to another header, 
paragraph numbered number 3. 

BY MR. DINH: 

Q By "document” he is referring to TH 0704, 
which is the June 17, 1994 directive. 

As far as the actual procedures are 
concerned, did the June 17, 1993 directive establish 
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1 any particular manner in which the review was to be 

2 performed? That is, was it to be an oral review? 

3 Was it to be a written review of the work product? 

4 How was it to be communicated and those kinds of 

5 procedures, based on your understanding of the June 

6 17, 1993 directive? 

7 MR. KRAVITZ: Is your question whether the 

8 express language of the directive indicates how the 

9 review is to be conducted or what her understanding 

10 of the directive is? 

H MR. D1NH: Both. First the express 

12 language. 

13 THE WITNESS: My understanding is what it 

14 expressly says. It says a review. Based on my 

15 experience in my 16 years of practicing law, my 

16 understanding of a review is that you look at the 

17 allegations, see if there is evidence to support 

18 those allegations and is that evidence assembled and 

19 provided for the ultimate decisionmakers, which in 

20 this case was the U.S. Attorney’s Office. 

21 BY MR. D1NH: 

22 Q And you testified earlier that this was the 


1 first criminal referral that you had - that the 

2 Kansas City PLS section had conducted a legal review 

3 of? By "this," 1 mean the referrals relating to 

4 Madison Guaranty that you became aware of on 

5 September 24, 1993. 

6 A It was by no means my first legal review. 

7 It was the first legal review that 1 was aware of 

8 issued out of the Kansas City office subsequent to 

9 the June 17 directive. 

10 Q Did you tell Karen Carmichael and Phil 

1 1 Adams to put their review in a written work product 

12 at the end of their two weeks? 

13 A 1 would — I would not have to tell a 

14 lawyer that a review has to be in writing. 

13 Q Is Mr. Dudine a lawyer, as far as you know? 

16 A I don’t know. 

Q Mr. Dudine is one of the people to whom you 

18 sent the final work product upon its completion on 

19 October 8th? 

20 A Yes, sir. 

21 Q He was one of the persons who had authored 

22 the June 17, 1993 directive? 
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A Define what you mean by "authored." 

Q He was one of the people who issued the — 

A I don’t know who wrote it. I just know the 
names of the people that it is issued by. 

Q So, he was one of the people who issued the 
June 17, 1993 directive? 

A Yes, sir. 

Q Would it surprise you to learn that this 
was one of the few legal reviews of a criminal 
referral that he had seen that was written? 

A Sir, no review has been done in my office 
that hasn’t been in writing. 

Q Let me direct your attention now to exhibit 
Bates stamped TH 0787. It is an E-mail from Karen 
Carmichael to JFY and PJA, which I take to be you and 
Mr. Phil Adams. 

A Yes. 

Q And it was forwarded by Julie Yanda to Carl 
Gamble with the comment "Carl, 1 want to make sure 
you are aware of this." 

(Witness reviewed the document.) 

MR. KRAVITZ: What is the number on that 


MR. DINH: TH 787. 

BY MR. DINH: 

Q Have you had a chance to study that E-mail? 

A Yes, sir. 

Q Can you read to us the last paragraph of 
that E-mail, please. 

A The E-mail that Karen Carmichael wrote? 

Q Yes. 

A "The above addressee is not typical of our 
criminal referral transmittal letters. It is, 
however, the person to whom CR 0004 was sent sometime 
last year and with whom Ms. Lewis has had contact. 

As you will remember, the ethics program director is 
the subject of the phone call we received from 
Washington two weeks ago that began our review of the 
Madison referrals." 

Q Do you know to what phone call 
Ms. Carmichael was referring in this E-mail? 

A No, 1 don’t. 

Q Did you have any discussions with 

Ms. Carmichael prior to the initiation of the review 
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of the Madison referrals about any telephone calls 
she had with Washington, D.C. or DOJ -- with the 
Washington, D.C. main Justice department? 

MR. DINH: The record reflects that the 
witness requested to confer with counsel. 

(Witness conferred with counsel.) 

MR. WARFN: Why don’t we hear the question 
again, please. 

(The reporter read the record as requested.) 

MR. WAR1N: So this would have been any 
time before September 24th-ish of 1993. Did you have 
any conversations with Ms. Carmichael regarding any 
conversations that Ms. Carmichael might have had with 
the Department of Justice in Washington? 

MR. DINH: I think that’s what the reporter 

read. 

THE WITNESS: Nothing that I can recall. 

BY MR. DINH: 

Q So, as we sit here today, you do not know 
what conversation Ms. Carmichael was referring to at 
that time? 

A No, sir, I don’t. 
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Q Do you know who Donna Henneman is? 

A No, I don’t. 

Q Did you take any actions that you can 
recall with respect to this E-mail that you received 
from Ms. Carmichael? Did you ask her who Donna 
Henneman was? Did you ask her who Donna Henneman 
was? 

A No, sir. The only action I took was to 
send it on to the criminal coordinator for Washington 
PLS, Carl Gamble. 

Q And you didn’t ask her what phone call were 
you talking about in the E-mail? 

A Sitting here today, I just don’t recall any 
such conversation. 

Q Was Ms. Carmichael involved with any other 
work in the fall of 1993 relating to Madison Guaranty 
that you are aware of? 

A Oh, yes, she was. 

Q And what other work was that? 

A The grand jury subpoenas that we were 
receiving from the Little Rock DOJ office. 

Q What precisely did the subpoenas request? 
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A Sir, there were a number of them. 1 don’t 
know without seeing them. 

Q Did one of them request all records 
relating to Madison Guaranty Savings & Loan 
Association? 

MR. KRAVITZ: 1 think she just said she 
doesn’t know without seeing the subpoenas. 

BY MR. DINH: 

Q Do you have any recollection that one of 
them called for all records relating to Madison 
Guaranty Savings & Loan Association? 

A There were a number of subpoenas, and they 
asked for an enormous amount of documents. I just 
don’t recall one with that exact language. 

Q Were they all asking for the same records, 
the number of subpoenas to which you were referring 
to, or were they asking for different records? 

A It was all over the waterfront. 

Q Did you have any discussions within the PLS 
section as to the broad scope of the subpoenas that 
you received? 

A Yes, we did. 
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Q What actions did you take, if any, in 
response to the broad scope of the subpoenas? 

A At what point in time? 

Q When you received them in the fall of 
1993. 

A Mr. Adams was responsible for coordinating 
those responses on the criminal subpoenas, he along 
with Karen Carmichael. Because of his federal 
prosecutorial experience, he took the lead in the 
majority of the dealings with regard to this. 

Q Did you discuss with him about the broad 
scope of the subpoenas? Did he discuss with you? 

A Mr. Adams expressed his concern several 
times about what he characterized as the overbreadth 
of those subpoenas. 

Q Did he respond to these subpoenas that he 
thought were overbroad in any way or did he simply 
register an objection as to their scope and not 
produce any documents? 

MR. WARIN: Do you know what he did -- 
maybe that’s the better question — in response to 
these subpoenas? 
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THE WITNESS: 1 know he reported to me that 
he talked to the AUSA. 

BY MR. DINH: 

Q What was the result of these discussions 
with the AUSA? 

A There are so many subpoenas, sir, I am 
sorry, as regards to what happened in conjunction 
with each separate subpoena, I can’t answer it 
today. I just don’t know. 

Q Did there come a time when you became aware 
of any concern that the U.S. Attorney’s Office was 
having with respect to the RTC’s response to these 
subpoenas? 

A Yes. 1 became aware of that. 

Q Do you know approximately when that was, 
the date? 

A Not the date, no, I don’t. 

Q Was it in October of 1993? 

MR. WARIN: She doesn’t know. 

THE WITNESS: I’m sorry; I don’t know. 

MR. DINH: Just for the record, I was 
asking for the date in the prior question. 1 was 
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asking for the month in the latter question, I 
think. The witness cannot know the date without 
knowing the exact month — can know the month without 
knowing the exact date. I think I was having the 
same mistake speaking as you were listening. 

MR. WARIN: I think I clearly heard. 

BY MR. DINH: 

Q Let me refer you now to TH 833. It is an 
E-mail from Karen Carmichael addressed to Carl 
Gamble, Julie Yanda, B.J. Hickert and Phil Adams 
dated November 5, 1993. 

(Witness examined the document.) 

Can you tell me the circumstances 
surrounding ~ strike that. 

Ms. Karen Carmichael was involved in 
document production in response to the subpoena 
request; correct? 

A Yes, in her role as criminal coordinator. 

Q Did there come a time when she was moved 
from that role, not with respect to her overall role 
as criminal coordinator but with respect to her role 
in coordinating the production of documents in 
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response to the U.S. Attorney’s subpoena? 

A Her role as the criminal coordinator in all 
facets related to Madison came to an end. 

Q Do you know approximately when that was? 

A Yes. In November of 1993. 

Q Can you describe to me the circumstances 
leading up to that change of role. 

A In November of 1993, 1 asked for a meeting 
with Mr. Iorio. Mr. Iorio and I met. I explained 
that the referrals were out the door now, they were 
in the hands of the people who would ultimately make 
the decisions and that I had some concerns that I 
wanted to discuss with Mr. Iorio, and we got 
together. 

Q You initiated the meeting between yourself 
and Mr. Iorio? 

A Yes, sir, I did. 

Q What was the discussion in this meeting? 

A At that meeting, I laid out for Mr. Iorio a 
series of events that had troubled me greatly 
concerning Ms. Lewis and her failure to act as a team 
member and work with the legal division in concert to 
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try to move matters along successfully to the benefit 
of the RTC. 

Q Did Mr. Iorio express any similar concerns 
or displeasure with respect to Ms. Carmichael? 

A His only characterization that I recall was 
that he deemed it to be a, quote, personality 
conflict between the two, and in exchange for my 
request that Ms. Lewis be removed from the Madison 
investigation, Mr. Iorio asked me in turn to remove 
Ms. Carmichael. I agreed, and so she was removed. 

Q Did you initiate the meeting with the 
intent of asking Mr. Iorio to remove Ms. Lewis from 
the case? 

A Yes, 1 did. 

Q Did you have any discussions with anybody 
prior to your initiation of that meeting with respect 
to the decision to request that Ms. Lewis be removed 
from the case? 

A Specifically about requesting Ms. Lewis to 
be removed? 

Q Yes. 

A 1 did not discuss that decision 1 had made 
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with anyone. 

Q Did you have any discussions with anyone 
about your upcoming meeting with Mr. lorio? 

A Yes. 

Q With whom did you discuss? 

A Neysa Day. 

Q What was the substance of -- actually, 
strike that. Who is Neysa Day? 

A Neysa Day was a senior attorney in the 
professional liability section of the Kansas City 
office. 

Q What was the substance of that discussion? 

A Ms. Day was a line attorney who had been 
assigned responsibility for an institution known as 
Paragould. And Ms. Lewis had been the investigator 
assigned to the Paragould institution. In the 
Paragould institution, there were a series of claims 
that were being developed, including a fidelity bond 
claim. 

Again, 1 ask you to recall that my specific 
experience relates to fidelity bond claims and D&O 
liability claims, particularly on the defense side. 
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So I have extraordinary background in analyzing the 
merits of liability causation issues, if you will, 
relating to fidelity bond claims. There was a 
fidelity bond claim in Paragould that related to the 
activities of certain former employees at Paragould. 

Ms. Day had been the line attorney, and she 
had expressed on numerous occasions her concern and 
disappointment, if you will, about Ms. Lewis’s 
failure and refusal to cooperate with Ms. Day in the 
pursuit of the fidelity bond claim and instead 
directing her efforts solely towards the criminal 
prosecution side of it. 

Q The fidelity bond claims are civil claims? 

A Yes, sir, in this context. 

Q You approached Ms. Day about this? 

A Yes, to refresh my memory, so that when 1 
talked to Mr. Iorio about the specifics of my 
concerns relating to Paragould, my memory would be 
refreshed and 1 could speak authoritatively about the 
facts and circumstances that evolved into my concern 
over Ms. Lewis’s performance. 

Q By "performance," you included in that her 
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preference for the criminal matters rather than the 
work on the civil claims with respect to Paragould? 

A I didn’t say "preference." 

Q Her allocation of time, then? 

MR. WARIN: I don’t think that is her 
testimony. 

THE WITNESS: In Paragould, Ms. Lewis took 
it upon herself to be the sole contact with the U.S. 
Attorney’s Office who was prosecuting the criminal 
side of the Paragould matters with these particular 
defendants. 

The U.S. Attorney’s Office ~ first of all, 

Ms. Lewis did not tell PLS or Neysa Day about the 
criminal referral she had made. These criminal 
referrals directly related to the facts and 
circumstances surrounding the fidelity bond claim. 

Again, it gets back to fidelity bond claims 
oftentimes are subsumed in criminal law issues and 
allegations. 

BY MR. DINH: 

Q Do you know approximately when these 
criminal referrals were made with respect to 
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Paragould? 

A I believe they were in 1991. 

Q Before the June 17, 1993 directive? 

A Yes. 

Q Okay. You can continue with your 
discussion of Paragould. You were going to continue 
with your discussion before I interrupted you. I’m 
sorry. 

A Can you -- 

MR. WARIN: Let’s not. Let him ask 
questions. 

MR. DINH: I will continue then. 

MR. WARIN: It is garbled now. Let’s clean 
it up if it needs to be cleaned up. 

BY MR. DINH: 

Q So, you were talking with Ms. Neysa Day 
with respect to the 1991 Paragould case. 

A The criminal referrals were in 1991. The 
fidelity bond claim developed and matured in 1992 
and — I’m getting my years confused. It was 
sometime after the criminal referrals. 

Q And what did you tell Ms. Day with respect 
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to your upcoming meeting with Mr. lorio? Did you 
tell her you were intending to meet with Mr. lorio? 

A Yes. 

Q Did you tell her the object of your meeting 
was about Jean Lewis? 

A She certainly knew that I — I told her I 
was going to discuss Jean Lewis. 1 do not recall 
ever telling her that 1 was going to request 
Ms. Lewis’s removal. 

Q Did you feel that the removal of Karen 
Carmichael from all matters involving Madison 
Guaranty was warranted? 

A It was a nonissue to me. The referrals 
were out the door. 

Q Right. At the time in November of 1993, 
when Mr. lorio requested that you remove 
Ms. Carmichael from all matters involving Madison 
Guaranty, did you feel that request was warranted? 

A It didn’t make any difference to me. It 
was a nonissue. Karen’s role as criminal coordinator 
was at an end. But if that would make Mr. lorio 
happy, 1 always tried to meet him halfway, and I did 

88 
so. 

Q As criminal coordinator, did she also have 
substantive authority or responsibility with respect 
to the production of documents in response to 
subpoenas from the U.S. Attorney? 

A Yes, she did. 

Q And at the time in November of 1993, were 
those responsibilities or authorities fully complied 
with, fully discharged? 

MR. WARIN: Had she completed them? Do you 
know? If you don’t know — 

THE WITNESS: I don’t know. 

BY MR. DINH: 

Q Do you know if you were still continuing, 
you or Mr. — 

(Witness conferred with counsel.) 

MR. DINH: The record will reflect that the 
witness conferred with counsel. 

BY MR. DINH: 

Q At the time of your decision to remove 
Ms. Carmichael from all matters involving Madison -- 

MR. WARIN: I think that characterization 
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sounds like — it sounds like this is a bureaucratic 
tit for tat. 1 don’t think you are communicating 
that in your question. It sounds like she had some 
concerns about Ms. Lewis. Apparently Mr. Iorio had 
some concerns about Ms. Carmichael. 

MR. DINH: I make no characterization. 

MR. WARIN: Your last question said "at the 
time you removed Ms. Carmichael." 

BY MR. DINH: 

Q At the time you removed Ms. Carmichael from 
all matters involving Madison Guaranty at the request 
of Mr. Iorio, were the production of documents to the 
Department of Justice in response to their subpoenas 
relating to Madison Guaranty Savings & Loan 
Association completed? 

A I don’t know. 

Q Do you supervise the production of 
documents at all with respect to these subpoenas? 

A No. That is why I brought Phil Adams in, 
because of his federal prosecutorial experience. 

Q You delegated that authority to him and he 
doesn’t report to you with respect to ongoing matters 

90 

or pending subpoenas? 

A That’s not a fair characterization of what 
I said. 

Q Does he report to you? 

A Yes, he does. 

Q By — did he report to you with respect to 
his response to the DOJ subpoenas or the U.S. 

Attorney’s Office subpoenas with respect to Madison 
Guaranty Savings & Loan Association? 

A He certainly kept me apprised of the 
progress, yes. 

Q So, I ask you again. At the time that you 
removed Ms. Carmichael from all matters relating to 
Madison Guaranty Savings & Loan Association, did you 
have any knowledge from Mr. Phil Adams’s reporting or 
from Ms. Carmichael’s reporting with respect to 
whether that production of documents was completed? 

MR. KRAV1TZ: 1 have an objection to that 
question, because it may be that the answer is no, 
but I still think that the question is confusing 
because I think the record is clear that although 
there may have been subpoenas pending at that time in 
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November 1993, there have been subsequent subpoenas 
for documents issued to the RTC, both from the U.S. 
Attorney’s Office and from Special Counsel and 
Independent Counsel and in fact from main Justice 
when they were running the investigation for a time. 

Even if as of November ’93 all subpoenas 
that had already been served had been complied with 
fully, there have still been subsequent subpoenas. 

The whole question is very confusing. 

BY MR. DINH: 

Q You can answer the question. 

A 1 don’t know. 

Q We started this out -- before we got off on 
this side track, we started out talking about the 
complaint that you had heard from the Department of 
Justice with respect to the speed of production of 
documents in response to these subpoenas. 

A Yes. Karen told me about that. 

Q Are those -- is that the first time you 
learned about those concerns, when Karen Carmichael 
told you? 

A That’s the only time 1 learned of those 
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concerns. 

Q Are those the same concerns that she 
mentioned in the second full paragraph of her 
November 5th, 1993 E-mail to which we had referred to 
earlier, TH 0833? Can you read that sentence for us? 

A 1 will read it. It reads "RTC legal has 
been accused by Washington Department of Justice of 
being ’uncooperative’ and ’nonresponsive’" — those 
two words are in quotes — "to their investigation 
and" -- I assume it is -- 

MR. WARIN: It looks like "request," but it 
has not been Xeroxed properly. 

THE WITNESS: "For documentation regarding 
Madison Guaranty, Little Rock, Arkansas." 

BY MR. DINH: 

Q You say that was the only time you became 
aware of any objections from the Department of 
Justice with respect to the speed and the progress of 
the production of documents in response to their 
subpoenas? 

A There was one other time where the issue 
was brought up, but 1 cannot tell you whether it was 
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main Justice, Washington Justice; they are all the 
same to me. 

Q What other time was the issue brought up? 

A At the meeting with Ken Donahue, the AUSAs, 
the FBI, Mr. Iorio, Mr. Adams and myself. 

Q Do you know what brought about this 
meeting? 

A No, I do not. 

Q Do you know who requested the meeting? 

A No, I do not. 

Q Who requested that you attend the meeting? 

A I don’t know. 

Q Did you recall the substance of this 
meeting? 

A Yes. 

Q Can you tell me what that substance is? 

A It related to the coordinating of the 
agency efforts related to the Madison Guaranty 
investigation. 

Q And at this time, did any Justice 
Department officials raise any concerns with respect 
to the speed and the progress of production of 
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documents in response to their subpoenas relating to 
Madison Guaranty Savings & Loan Association? By 
Justice Department, I will just for the time being 
lump them all in, AUSAs, U.S. Attorneys, main 
Justice. 

A The FBI did. 

Q The FBI did? 

A Yes. 

Q And what was your response — I mean by 
"your," RTC’s response — to these complaints? 

MR. WARIN: If she knows. 

THE WITNESS: The complaint did not ask for 
a response, so I did not provide one. 

MR. WARIN: Was it more of a process 
meeting than a complaint meeting? 

THE WITNESS: Yes. It was to bring the 
agencies’ efforts and coordinate them together, to 
try to make them more efficient in response to the 
investigative work on the Madison referrals. 

BY MR. DINH: 

Q This was not prompted by any problems the 
Department of Justice or the FBI had that you knew 
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MR. WARIN: She testified she didn’t know. 

THE WITNESS: I don’t know. 

BY MR. DINH: 

Q You said Ken Donahue was there? 

A Yes, sir. 

Q Do you remember what Mr. Donahue’s 
statements or discussions in this meeting were 
generally about the process of production of 
documents? 

A During that meeting, no. 

Q Did you subsequently revise your procedure 
for producing documents after that meeting? 

A Yes, sir, I did. 

Q In response to that meeting? 

A At the meeting 1 was requested to find some 
way to minimize — at the request of the FBI, to 
minimize the number of people who would have access 
to or knowledge of the various subpoenas that were 
coming into the Kansas City office. 

Q The FBI requested you to do this? 

A That’s my recollection, yes. 
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Q Let me refer you to Exhibit TH 889, a 
memorandum from Julie Yanda to a number of people. I 
ask you to study that. 

(Witness examined the document.) 

Are these the new procedures that you 
instituted with respect to — or you proposed with 
respect to the production of documents in response to 
the subpoenas? 

A Yes, triggered by the FBI’s request during 
the meeting. 

Q The first sentence of this E-mail says that 
"at Ken Donahue’s directive and request for 
expediting the process." Does that refresh your 
memory with respect to who made the request? 

A We are talking about apples and oranges 
here. Your question to me was at the meeting. At 
the meeting with the FBI it was the FBI agent who 
made that request of me, explaining his concerns 
about security and keeping this stuff under wraps. 

A meeting following that involved simply 
Mr. Donahue, Mr. Iorio, Mr. Adams and myself. At 
that meeting, Mr. Donahue and I discussed ways that 
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we could develop procedures that would minimize the 
number of people involved. 

Q Who is Mr. Donahue? 

A He is with the Washington investigative 
unit. I don’t know his title. 

Q When Karen Carmichael told you that she had 
heard complaints with respect to the production of 
documents from the Justice Department or from the 
U.S. Attorney’s Office, what steps, if any, did you 
take in response to that information? 

A I do what I have done throughout my 
practice. Whenever an accusation is made about 
missteps or misdeeds in the performance of duties, I 
told her to start documenting what she did and 
prepare a chronology of what she did, when she did it 
and why she did it. 

Q Did she subsequently prepare that 
chronology? 

A Yes. 

Q Did she submit that chronology to you? 

A I got a copy of it, but it went directly to 
Washington. 
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Q It went directly to Washington? 

A That’s my recollection. 

Q Whom did she address that to, do you know? 

A I’m sorry, 1 don’t recall. 

Q What steps, if any, did Washington take, to 
the best of your knowledge, in response to that 
chronology? 

MR. WARIN: If you know. If you know what 
Washington did in response to Ms. Carmichael’s 
chronology. 

THE WITNESS: I don’t know. 

BY MR. DINH: 

Q Did you make any attempt to contact the 
persons who Ms. Carmichael told you had made the 
complaints to her respecting the speed and progress 
of the production of documents? 

A No, sir. 

Q The only steps you took with respect to 
that was to tell her to chronologize it and send it 
off to Washington? 

A To act responsibly and as a lawyer should 
act, yes, and that is to prepare and document what 
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happened. 

Q And this was approximately November 5, 1993 
when she sent you this E-mail that we had talked 
about earlier? 

A He is referring to Exhibit TH 0833. 

(Witness examined the document.) 

Yes, sir, that’s the date of her E-mail. 

Q Those are the accusations on the second 
line there with respect to the Justice Department’s 
complaints? 

A Yes. I earlier read the second paragraph 
of this document. 

Q Did she talk to you before she -- was this 
the first you heard of this complaint in this E-mail 
or had she had prior discussions with you respecting 
these complaints? 

A As I said earlier, she had told me about 
the complaints that had been registered, and I gave 
her the advice and counsel that I just described for 
you earlier. 

Q And this is part of the documentation that 

upon your advice she made? 
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A I do not believe that you have the 
attachment to this E-mail attached to this document. 

There is a reference to a document AUSA.GJS that I do 
not believe is attached to your Exhibit TH 0833. 

Q But that attachment is the documentation 
that you believe Ms. Carmichael prepared? 

A Yes. Ms. Carmichael prepared it. 

Q After the new procedures which you 
proposed — oh, these new procedures that you 
proposed after the November 22, 1994 meeting, were 
they instituted? Were they agreed to and instituted? 

A What meeting? I’m sorry. What meeting on 
November 22nd? 

Q The meeting with the Justice Department and 
the subsequent meeting with Richard Iorio and Ken 
Donahue and Lee Ausen. 

A I don’t recall the date. 

MR. KRAVITZ: I think you said November 
22nd, 1994. 

MR. DINH: I meant in November of 1993. 

MR. WARIN: The question is, were these 
something -- I don’t think you finished your 
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question, but it sounds like the question he was 
going to ask you was were these procedures 
implemented after that meeting. 

THE WITNESS: The procedures outlined in 
the E-mail? 

BY MR. DINH: 

Q Right. Let me get that for you. 

MR. KRAVITZ: TH 0889 is the E-mail that 
has the procedures outlined. 

THE WITNESS: Yes, sir. To the best of my 
knowledge and belief, they were implemented. 

BY MR. DINH: 

Q Have there been any more complaints from 
the Justice Department or from the U.S. Attorney’s 
Office with respect to the production of documents in 
response to their subpoenas that you are aware of? 

MR. KRAVITZ: In this case or in any case? 

MR. DINH: In this case. 

THE WITNESS: None that I’m personally 
aware of. 

MR. KRAVITZ: I have yet -- can we talk 

about scheduling for a minute? I’m concerned - 
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MR. DINH: If you want to go off the 
record, sure. 

MR. KRAVITZ: I would rather stay on the 
record. I am concerned because counsel for Ms. Yanda 
has indicated, at least someone on their side needs 
to leave at 6:00. We have now been going from 2:30 
until 4:45 and I haven’t had a chance to ask a 
question yet. 

I will remind you, as I told you earlier 
off the record, that Ms. Yanda is here because of the 
Democratic staffs request. So I think it would be 
grossly unfair if we didn’t have a significant 
opportunity to ask Ms. Yanda some questions. 

MR. DINH: As I understand it, the request 
was jointly made by both Majority and Minority 
counsel, and as the resolution sets out. Majority 
counsel, Majority staff will question the witness 
first. 

I have some more questions. 1 do not 
anticipate them to be taking a significant amount of 
time, but I cannot give you a definite guarantee with 
respect to how much time I will have to take to do 
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1 

that. 


2 


MR. KRAVITZ: Why don’t we go off the 

3 

record. 

4 


(Discussion off the record.) 

5 


BY MR. DINH: 

6 

Q 

Do you know who Ms. Jean Lewis is? 

7 

A 

Do 1 know her? 

8 

Q 

Yes. 

9 

A 

1 have known her by a couple of names, but 

10 

yes, Ms, 

. Lewis is an investigator in the Kansas City 

11 

office. 

12 

Q 

Do you know who - you have testified that 

13 

Richard 

Iorio is the head of the investigations unit? 

14 

A 

In the Kansas City office, yes. 

15 

Q 

Do you know who Lee Ausen is? 

16 

A 

Yes. 

17 

Q 

Is Lee Ausen Ms. Lewis’s supervisor in the 

18 

office? 


19 

A 

Her immediate supervisor. 

20 

Q 

Then he reports to Mr. Iorio? 

21 

A 

At what point in time? 

22 

Q 

In 1993 and 1994. 


1 A At some point in time, a man by the name of 

2 Pat Robison was made the department head. 

3 Technically on an organization chart, Mr. Ausen would 

4 report to Mr. Robison who would report to Mr. Iorio. 

5 Q Do you know when that reporting 

6 relationship ended approximately, the one with 

7 Mr. Robison in the chain? 


8 

A 

No, sir, I don’t. 

9 

Q 

Did you come to know of any administrative 

10 

actions taken against Mr. Ausen, Mr. Iorio and 

11 

Ms. Lewis in 1994? 

12 

A 

Yes, sir, I did. 

13 

Q 

Do you know approximately when that was? 

14 

A 

In August of 1994. 

15 

Q 

Do you know who made the decision to take 

16 

this administrative action against the three? 

17 

A 

No, sir, 1 don’t. 

18 

Q 

Do you know what administrative action was 

19 

taken against the three? 

20 

A 

Yes, sir. 

21 

Q 

Can you describe that to us. 

22 

A 

They were placed on administrative leave 
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for two weeks. 

Q Do you know if they were permitted to be in 
their offices at the time? 

A No, sir, 1 don’t. 

Q And they came back to work after those two 
weeks? 

A Yes, sir, they did. 

Q Did they continue working for the RTC 
uninterrupted until their termination, if any, with 
the RTC? Were there any subsequent administrative 
actions taken against them? 

MR. WARIN: If you know. 

THE WITNESS; None that I know of. 

BY MR. DINH: 

Q Did you have any discussions with anyone 
prior to their being placed on administrative leave 
about the subject of their being placed on 
administrative leave? 

A Yes, sir. 

Q With whom did you have those discussions? 

A Mr. Tom Hindes. 

Q Did he approach you about these subjects or 
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did you initiate the conversation? 

A Specifically about the admin leave issue? 

Q Yes. 

A Specifically about the fact that they were 
going to be placed on admin leave? 

Q Yes. 

A Mr. Hindes called me and told me that the 
decision had been made to place them on 
administrative leave. 

Q Did he tell you who had made this decision? 

A I don’t recall. 

Q Did you have prior conversations with 

Mr. Hindes with respect to the issues underlying the 
administrative leave? 

A 1 don’t know the basis for the decision to 
put them on admin leave, but 1 certainly had 
conversations with Mr. Hindes. 

Q About the three investigators? 

A Yes. 1 was desperately concerned about the 
lack of productivity out of that office and what I 
believed to be the declining morale and destructive 
work environment that 1 witnessed in that office. 
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1 Q You believed that the destructive - you 

2 believed that the work conditions was a result of 

3 actions by these three investigators? 

4 A I believed it to be part and parcel, yes. 

5 Q Was this in the context of a formal 

6 complaint made to Mr. Hindes or was this communicated 

7 informally to him? 

8 A Through a series of phone calls. 

9 Q Do you recall approximately when these 

10 phone calls took place? 

11 A Just periodically throughout 1994. 

12 Q Throughout 1994. 

13 You said you did not know the basis for 

14 which they were placed on administrative leave. 

15 Mr. Hindes did not tell that to you in his phone call 

16 notifying you that they would be placed on 

17 administrative leave? 

18 A That’s right. He told me the fact that 

19 they were. 

20 Q You have subsequently not come to any 

21 knowledge with respect to the bases for their being 

22 placed on adm inistrative leave? 

K)8~ 

1 A No. 

2 Q You have never seen the allegations, any 

3 written allegations or charges against the three 

4 investigators? 

5 A By whom? 

6 Q By Tom Hindes or anybody else who may have 

7 made those allegations or justified their placement 

8 on administrative leave. 

9 MR. WARIN: She testified she hadn’t 

10 seen — 

1 1 MR. DINH: She has no basis. I want to 

12 make sure I covered everything. 

13 THE WITNESS: No, sir, 1 haven’t. 

14 BY MR. DINH: 

15 Q Did you suggest that they be placed on 

16 administrative leave when you talked to Mr. Hindes 

17 with respect to these concerns that you had? 

18 A No, sir. 

19 Q What actions, if any, did you recommend to 

20 Mr. Hindes in order to rectify the concerns you had 

21 with respect to the morale of the investigations 

22 unit? 
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A I made no recommendations. 

Q You simply made him aware of the fact that 
you had these concerns? 

A I reached a point where I could not 
continue to do my job effectively or efficiently or 
constructively given the environment that 1 was 
forced to deal with as a result of the activities of 
the Kansas City Investigations office. So I called 
Mr. Hindes and I gave him an ultimatum. I said he 
had to choose between Mr. lorio or me. 

Q Did you threaten to resign if Mr. lorio was 
not removed? Was that the import of the ultimatum? 

A It wasn’t a threat. I was telling him 1 
was resigning unless something was done to correct 
the problem in Kansas City investigations. 

Q Let me go back to the underlying problem as 
you perceived it at the time. You said there were 
problems with morale. 

A Absolutely. 

Q And this was a product of whose actions 
specifically? 

A It was the obsession that had come to 

110 

envelop the entire Kansas City investigative office. 

The focus of all energies, experience and time was 
being obsessed with Madison. 

Q And that was the principal — was that the 
only basis for your complaint with respect to the 
morale of the Kansas City investigations unit? 

MR. WAR1N: I think she previously 
testified that there was a complete lack of 
productivity. 

BY MR. D1NH: 

Q Right, a complete lack of productivity 
arising out of this complete obsession, 1 take it. 

A The number of activities that were 
enveloped as a result of this obsession with Madison, 
yes. 

Q With the investigative unit’s conduct with 
respect to the Madison case? 

A Most quantifiable in the lack of 
productivity. 

Q Did you express these concerns to anybody 
else besides Mr. Hindes? 

A Yes. Mr. Eisenstein. 
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Q To whom you reported on administrative 
matters in the Washington, D.C. office? 

A Yes. On substantive matters I reported. 

Q I meant substantive matters. I misspoke. 

Did you talk to Ms. April Breslaw about 
these concerns? 

A Not that I recall. 

Q But she was the attorney in Washington 
principally then and now responsible for the conduct 
of the Madison Guaranty case? 

MR. KRAVITZ: Did you say then and now? 

BY MR. DINH: 

Q She said then at all times and subsequent. 

Was that your testimony? 

MR. WARIN: No. She never testified to 

that. 

MR. KRAVITZ: That is not accurate. 

THE WITNESS: I don’t think April was 
responsible for it today. When her responsibility 
ceased, I don’t know. 

MR. WARIN: The question was did you talk 

to her or not, yes or no. 
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THE WITNESS: I don’t recall ever talking 
to her about it. 

MR. WARIN: There were some faulty premises 
there in that question, too, on top of it, Julie. So 
you have corrected the premises and the substantive 
answer is she didn’t recall talking to her. 

THE WITNESS: You understand April wasn’t 
my supervisor in any way, shape or form. 

MR. DINH: Uh-huh. 

BY MR. DINH: 

Q But at the time was she involved in the 
Madison Guaranty case still? 

MR. KRAVITZ: At what time? 

BY MR. DINH: 

Q At the time you had these concerns with 
respect to the RTC investigations unit. 

A Sir, I don’t know when her responsibility 
for Madison ended. 

Q Do you think the attention given by the 
investigations unit — and 1 know it is probably 
incorporated in your prior answers, but I want to 
make this clear. Do you think that the attention 
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given by the investigations unit from the RTC Kansas 
City office to the Madison Guaranty case was unduly 
excessive? 

A I don’t know about the characterization. 1 
knew the impact that it had. That impact made it 
impossible for me to do my job as 1 believe it has to 
be done in order to do it effectively and responsibly 
on behalf of my client, the RTC. 

Q So you don’t know whether — by not knowing 
the characterization, you are saying you do not know 
whether it was unduly excessive or not? I mean, 1 
don’t know what she means by the characterization. 

MR. KRAVITZ: You are the one who used it. 

MR. WAR1N: "Unduly excessive" suggests 
some sort of relative standard. 

BY MR. DINH: 

Q Is "unduly excessive" the characterization 
to which you were referring to in your answer? 

A Yes, sir. 

Q That’s all I was trying to get at. 

Let me ask you now to study JY 0110. It is 
an E-mail message originally dated July 28, 1994 at 
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10:03:1 1 and subsequently forwarded with comments to 
a number of people. The E-mail was from Richard 
Iorio to James Dudine, Jane Jankowski. The Bates 
number is JY 01 10. 

(Witness examined the document.) 

Have you had a chance to study that? 

A Yes, sir. 

Q In that, Mr. Iorio referenced a document 
that was supposedly prepared by you addressed to Tom 
Hindes with a carbon copy to Jim Dudine that he had 
heard about through various contacts that in 
substance "was very critical of my management of the 
Kansas City office of investigation." 

Did you author such a memorandum? 

A Absolutely not. 

Q Do you have any knowledge as to any 
memorandum authored by any member of your staff on 
that subject? 

A There is no such document to my knowledge. 

Q So, your complaints to Mr. Hindes were 
strictly telephonic, then? They were not written 
down, the expressions of concern? 
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MR. WARIN: He is referring to your earlier 
testimony that in 1994 you expressed concerns about 
the productivity and other issues of morale in the 
investigative units in Kansas City. 

THE WITNESS: I don’t recall putting 
anything like that in writing. 

BY MR. DINH: 

Q Why not? Why didn’t you put anything like 
that in writing? 

A Because I talk to people, to Mr. Hindes. 

Q But you testified earlier that you had 
advised Ms. Carmichael and you seemed to be very 
careful and memorialized the events when serious 
allegations like these are made and you strike me as 
a very careful person. 

Did it not occur to you to put these 
serious allegations of concern in writing to 
Mr. Hindes instead of just communicating to him 
telephonically? 

MR. WARIN: 1 will object to the 
characterization. That is not her words. If you are 
trying to read back the "serious allegations" words, 
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that wasn’t her words. 

MR. DINH: That’s why 1 corrected my 
myself. The expressions of concern. 

THE WITNESS: First of all, no one was 
accusing me of wrongdoing through these conversations 
I was having with Tom Hindes. So my advice to 
Karen -- so that your question is not taken out of 
context, I advised Karen to take those steps because 
she had been accused of not doing her job properly. 

On the other hand, I am talking to my boss 
and telling my boss that I am not able to do my job, 
and 1 talked to him on periodic occasions to let him 
know that my ability to do my job was being hampered 
and impeded by what I saw developing in the Kansas 
City Investigations office. 

BY MR. DINH: 

Q Did you communicate these concerns to 
Mr. Iorio, Mr. Ausen or Ms. Lewis directly? 

A Not to Ms. Lewis or to Mr. Ausen. But I 
did talk to Mr. Iorio on several occasions about 
these very types of concerns. 

Q Did you tell him that you had also talked 
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to Mr. Hindes regarding these concerns? 

A No. 

Q Now, Mr. Iorio was subsequently reinstated 
after this two-week period of administrative leave; 
correct? 

A Yes, sir. 

Q Do you remember approximately what the date 
was that he was reinstated on? 

A No, sir, I don’t know the date. 

Q It was two weeks from whenever he was 
placed on admin leave? 

A That’s right. He came back to work. 

Q Did you resign after Mr. Iorio came back? 

A No, sir. 

Q Why was that? Did the work situation 
improve? 

A Absolutely not. 

Q It persisted as it was before he was placed 
on administrative leave? 

A I had given my boss an ultimatum. 

Mr. Iorio had been placed on admin leave and he had 
come back. If ever that office needed me to lead it 
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through one of the most difficult and challenging 
times that we had faced, and we have faced a number 
there, I felt it was incumbent and professionally 
responsible — the only professionally responsible 
thing I could do was to stay and see it through. I 
care very deeply about those cases, and I wanted to 
make sure that the focus of that office was 
constructive and productive. 

Q So, you stayed on even though the situation 
did not improve after Mr. Iorio left because you care 
about the cases? 

A That’s not a fair characterization of what 
I said. I do care about the cases. But I felt a 
responsibility, a professional responsibility, the 
same responsibility that I feel and have felt to each 
of my clients in my 16 years of practice to see a 
project through, particularly when it is at a very 
difficult time, and that’s what we were experiencing 
when they came back from admin leave. 

Q Did you have any conversations with Erica 
Cooper prior to them being placed on administrative 
leave about them being placed on administrative 
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A I don’t recall any such conversation. 

Q Ellen Kulka? 

A No, sir. 

Q Do you know who Randi Mendelsohn is? 

A Yes. 

Q Who is she and what is her relationship or 
activities with respect to the administrative leave 
issue? 

A She works in Washington personnel. She was 
one of the investigators that came out to investigate 
the admin leave issues. 

Q Did she interview you? 

A Yes. 

Q She was an investigator investigating the 
allegations that underlied the administrative leave? 

A I don’t know if she is an investigator, but 
she was with the personnel office. 

Q Let me refer you to an E-mail from Randi 
Mendelsohn to Julie Yanda, Duane Curtis, Michael 
Van Vulkenburg and Thomas J. Sarisky dated September 
12, 1994. The Bates number is TS 40 8. 
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(Witness examined the document.) 

MR. WARIN: Is there a question? 

MR. D1NH: I’m letting her study the 
document. 

THE WITNESS: Yes, sir. 

BY MR. DINH: 

Q Did you consider Mrs. Randi Mendelsohn to 
be an objective investigator? 

MR. WARIN: She has previously testified 
she didn’t know she was an investigator. 

BY MR. DINH: 

Q Or an objective person looking into the 
allegations? 

A l don’t know. Washington sent her down and 
I talked to her because it was what 1 was asked to 
do. 

Q Can you read for me the last two sentences 
of the third paragraph up. 

A "And we are fortunate to have Ellen Kulka 
and Erica Cooper backing us. 1 am happy to enlist 
their support and help whenever needed." 

Q Can you read the prior sentence to those 
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two sentences. 

MR. WAR1N: Why don’t we do this. Why 
don’t we read the whole paragraph. "Please let me 
know how you are managing and if all is slowly 
settling down, at least to a manageable point. How 
is the staff in investigations holding up? As Tom 
and 1 said, we continue to be here for you and to 
’fight’ to do what is right in whatever way we 
can.” And then the two sentences previously were 
read by my client start "and we are fortunate to have 
Ellen Kulka and Erica Cooper backing us. I am happy 
to enlist their support and help if ever needed." 

BY MR. DINH: 

Q Do you know what she referred to when she 
was saying "to Tight’ to do what is right in 
whatever way we can"? 

A No, sir, I don’t. 

Q Have you had any subsequent discussions 
with Ms. Mendelsohn regarding this E-mail? 

MR. WARIN: After September 12, 1994, have 
you had any conversations with Ms. Mendelsohn 

regarding her E-mail? 
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THE WITNESS: 1 don’t recall any. 

BY MR. DINH: 

Q Did you have any conversations with 
Ms. Mendelsohn after September 12 with respect to the 
administrative leave issue? 

A None that I recall, sir. 

Q Let me refer you now to Bates exhibit — 
exhibit Bates stamped TH 726. It is an E-mail from 
Julie Yanda to April Breslaw dated July 20, 1993. 

MR. KRAVITZ: July 20, 1993? 

MR. DINH: Yes. 

MR. KRAVITZ: Fateful day. It is the day 
of Mr. Foster’s suicide. 

MR. DINH: Off the record. 

(Discussion off the record.) 

BY MR. DINH: 

Q Can you read the E-mail for the record, 
please. 

A "Thanks for the offer. Just so you will 
understand, 1 am not the one behind this. JT has 
directed me to make sure we are ready when and if the 
criminal referrals generate additional inquiries on 
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the civil side. I need whatever you have in 
storage. Please, please understand l am not pushing 
the ship. I am really sorry about having to bother 
you with this. I just don’t know where else to 
turn. Thanks. Let me know if I can do anything to 
take the burden of securing these files off your 
shoulders." 

Q And do you know to what offer you were 
referring to in this E-mail? 

A No. 

Q Let me refer you to TH 723. It is a 
memorandum or an E-mail from Julie Yanda to Ann Orr, 
cc to Philip Adams dated Wednesday, July 21, 1993. 

(Witness examined the document.) 

Can you read that for the record, please? 

A "Ann, I need you to locate a memo from 
April Breslaw (w/D.C. PLS) to JT re: Madison 
Guaranty. It is dated 9/8/92. I need this ASAP." 

Q Do you know whether that attempt to get 
this memo was part of the same effort to collect all 
the documents to which you were referring to in the 
early E-mail dated July 21, 1993? 
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A No, 1 don’t know. 

Q Actually, one relevant piece of information 
that we omitted from the record earlier. 1 refer you 
back to TH 726, the July 20, 1993 memorandum. 

A Yes, sir. 

Q Can you read the subject line of that 
E-mail? 

A "Re: Madison." 

Q Do you recall making any such efforts to 
retrieve files for Mr. Thompson relating to Madison 
Guaranty? 

A Yes, sir. 

Q So, you recall the circumstances 

surrounding this E-mail? 

MR. WAR1N: She has previously testified 
about this. 

THE WITNESS: Yes. 

BY MR. DINH: 

Q Why did you feel the need to tell 
Ms. Breslaw that you are not the one behind this? 

A This was her case. I was stepping into her 
territory. This was her case. It had never been 
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assigned to my office. 1 had never been responsible 
for it. 

Yet the vice president of our office had 
asked me to, as I explained earlier, work with the 
investigative units — that’s when I assigned Phil 
Adams ~ to try to get together and see if we would 
be prepared in case the Madison referrals generated 
any additional inquiries. 

Q So you were simply concerned about a turf 
war? 

A Absolutely. Just as I would not want 
someone stepping in to work on one of my cases. 

Q Would it suffice simply to explain that the 
vice president wanted to collect documents? 

MR. WARIN: Indeed, the memo says that. 

BY MR. DINH: 

Q Does it not go on to say "please, please 
understand I am not" — in caps -- "pushing this 
ship"? 

A That’s what it says. 

Q Is that your normal way of expressing — 
explaining why you are requesting documents from 

126 

Ms. Breslaw? 

A I can’t answer that. 

Q Do you know who Andy Tomback is? 

A Yes, sir. 

Q Is he with the RTC? 

A Yes, sir. 

Q Do you know what his position with the RTC 

is? 

A Deputy General Counsel. 

Q Have you had any occasion to talk to him 
about Madison Savings & Loan Association? 

A About anything related to it? 

Q Uh-huh. 

A I don’t recall any such conversation 
sitting here today. 

Q Just to close up on a few other loops, 
then. Were you aware of any awards or accolades that 
Ms. Lewis, Mr. Ausen or Mr. Iorio received with 
respect to their conduct of the Madison Guaranty 
case? 

A You mean those that were generated by the 
press? 
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1 Q No. Actual awards by the RTC. 

2 A Mr. Iorio gave some time-off awards to 

3 Ms. Lewis and the others who worked on Madison at 

4 some point in 1994. He did so in the absence of the 

5 vice president of our office. 

6 Q Did you feel these awards were 

7 unjustified? 

A I drew no conclusion about whether they 

9 were warranted or not. The procedure that he 

10 followed to get those awards to me was offensive. 

* 1 Q That is, in the absence of a vice 

12 president? 

13 A No. The vice president, Mr. Cavinaw, had 

14 told him that the awards - that Mr. Cavinaw would 

15 not approve the awards. Mr. Iorio, after Mr. Cavinaw 

16 had been sent on an extensive detail out of Kansas 

17 City, went to the acting vice president and 

18 represented to the acting vice president that 

19 Mr. Cavinaw had already approved these awards. 

20 Q He lied to the acting vice president? 

A I’m not characterizing it. I’m telling vou 
22 what I was told. 
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Q You have no firsthand knowledge of this 
conversation? 

A I only know what Mr. Cavinaw told me. 

Q Did Mr. Cavinaw subsequently tell the 
acting vice president that he had indeed not agreed 
to these awards? 

A I know there were several conversations. I 
was not party to any of them. 

Q Were these awards rescinded in any way? 

A I don’t know. 


Q Other than your concerns expressed to 
Mr. Hindes, did you have any other discussions with 
anyone with respect to the decision to place Lee 
Ausen, Iorio and Lewis on administrative leave? 


MR. WARIN: I think she has previously 
testified she didn’t talk about placing them on 
administrative leave. 


MR. DINH: I said the decision. 

THE WITNESS: I worked with - Mr. Curtis 
and I, Duane Curtis, who was the section chief of the 
Kansas City office. When the admin leave started, I 
was on vacation in St. Louis. But I did at some 
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point in time during the admin leave identify the 
fact that these three had been placed on admin leave 
to my staff. 

BY MR. DINH: 

Q During the admin leave, you mean during the 
two-week period they were placed on administrative 
leave? 

A Yes. Once 1 found out they were on admin 
leave, I called into my office to make sure they 
knew. 

Q You were not privy to the decision to place 
them on administrative leave at all? 

MR. WARIN: She has testified to that. 

THE WITNESS: No, sir. 

BY MR. DINH: 

Q You don’t know who was behind the 
communication from Mr. Hindes that they had been 
placed on administrative leave? 

A That’s right. 

Q Do you know of any discussions whether or 
not to extend that administrative leave beyond the 
two-week period? 
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A There were none with me. 

Q Do you know of any other conversations 
among anyone having come to any subsequent knowledge 
with respect to any such discussions? 

A I have never practiced employment law. I 
don’t know what the options are. Certainly no one 
discussed them with me. 

Q Have you ever had any discussions, meetings 
or contacts with Webster Hubbell? 

A No, sir. 

Q Have you heard of anybody within the PLS 
section in any office who have had any such meeting, 
contact or conversation with Webster Hubbell? 

MR. KRAVITZ: On any subject or related to 
Madison? 

MR. DINH: On any subject. 

THE WITNESS: He worked on one of our 

cases. 

BY MR. DINH: 

Q While he was Associate Attorney General. 

A Nothing 1 know of. 

MR. DINH: That’s it. Nothing further. 
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1 MR. KRAVITZ: Why don’t we take a break. 

2 (Recess.) 

3 EXAMINATION 

4 BY MR. KRAVITZ: 

5 Q Ms. Yanda, I want to ask you some follow-up 

6 questions first about the June 17th, 1993 directive 

7 you have testified about previously. Actually, 

8 before I start asking you those questions, let me 

9 apologize in advance. I will be jumping around from 

10 subject area to subject area. My intention is to be 

1 1 as efficient as possible and to be as repetitive as 

12 little as possible. 

13 When did you first learn about the June 17, 

14 1993 policy directive that you have testified about? 

15 A It was introduced to us as a training 

16 conference in New Orleans in the middle of June. 

17 Q Middle of June 1993? 

18 A Yes, sir. 

19 Q Who attended — what types of RTC officials 

20 attended the training conference in June 1993? 

21 A It was PLS. 

22 Q This was a PLS confere nce specifically? 
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1 A Yes. 

2 Q Were there officials of various offices of 

3 investigations present at this conference or was it 

4 simply PLS? 

5 A 1 don’t recall anyone from investigations 

6 being there. 

Q To your knowledge, were there PLS lawyers 

8 from regional RTC offices from all over the country 

9 present at this training conference in New Orleans? 

10 A Yes. It was required for all PLS lawyers. 

11 Q So all the lawyers from, for example, your 

12 office went to the training conference? 

13 A Yes. 

14 Q The entire legal staff? 

15 A Everyone was there. 

16 Q That was the case for all of the regional 

17 offices of the RTC? 

18 A The entire legal staff as it concerns the 

19 attorneys. 

20 Q What was the purpose of that training 

21 conference? Was it specifically focused on the June 

22 1 7th directive? Was it a broader purpose? 
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A It was a training conference for PLS. So 
it covered a number of activities that relate to PLS 
work. 

Q What were you told about the June 17th 
directive at the training conference in New Orleans? 

A 1 don’t recall. 

Q Were you informed as to why RTC was making 
this policy change? 

A 1 just don’t recall anything about it. 

Q Just in general, whether your understanding 
came from that training conference or elsewhere, do 
you have any understanding as to why it is that 
someone in the RTC thought it necessary to change the 
policy and to require PLS legal review of criminal 
referrals before the referrals were submitted to the 
Justice Department? 

A I truly don’t know what motivated the 
change in directive. 

Q Are you aware that complaints had been 
received by RTC officials from FBI officials and 
Justice Department officials, specifically U.S. 

Attorney’s Office lawyers, about the quality of 
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criminal referrals that had been submitted before the 
time that the PLS review was required? 

A Yes, I was aware of that. 

Q How did you become aware of those 
complaints? 

A My first awareness of it was at an 
investigative training conference in Phoenix, Arizona 
in 1991, where the investigators at that 
conference - I recall comments being made about the 
fact that U.S. Attorney’s Offices were not acting on 
these referrals that were not — excuse me — that 
the U.S. Attorney’s Office was not acting on these 
referrals that the investigators were making and they 
were frustrated. 

Q The investigators were frustrated? 

A Yes. 

Q Were you aware that FBI and U.S. Attorney’s 
Office officials had been complaining about the 
quality of the RTC investigators criminal referrals? 

A Only through comments Karen Carmichael was 
telling me. 

Q When did you hear those comments from 
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Ms. Carmichael? 

A 1 don’t know. 

Q Was the training conference in New Orleans 
in mid-June 1993, was that before June 17th or was 
June 17th during the conference? Do you remember? 

A I don’t know. 

Q Do you know if you got a copy of the policy 
directive at the conference? 

A Yes, 1 did. 

Q And that was the first time you had seen 
the policy directive? 

A Yes, sir. 

Q Do you know who else - let me back up. 

Is it fair to assume then that all of the 
PLS lawyers from the Kansas City office received 
copies of the June 17th policy directive while at the 
training conference in New Orleans? 

A Yes, sir. 

Q Do you know when anyone else in the Kansas 
City RTC field office, anyone outside PLS received 
copies of the June 17th, 1993 directive? 

A 1 don t know when Le e Ausen received it, 
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but we know by his handwritten Post-it note that is 
on the front page of the June 17th directive where he 
refers to the fact he is going into training on the 
new directive. That’s the only note — that’s the 
only awareness or evidence I have that others outside 
of PLS were made aware of that directive. 

Q What is the Post-it note that you are 
referring to? 

MR. WARIN: In the exhibit that earlier 
counsel showed our client, there was a second copv of 
the directive that had at the back a Post-it note. 

It was a copy of a Post-it note. That’s what my 
client is referring to. 

BY MR. KRAVITZ: 

Q I’m going to show you a copy of the policy 
directive, the June 17, 1993 policy directive. Can 
you tell from this memo and from the list of 
addressees on the memo which people in the Kansas 
City field office of the RTC were intended to receive 
copies of the memorandum? 

A Yes, I can. 

Q Can you just, going addressee by addressee, 
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maybe interpret who that would apply to, indicate who 
that would apply to in the Kansas City field office? 

A "All RTC investigations department heads 
(field sites)." 

MR. WARIN: He wants you to identify 
whether that would be applicable to anybody in Kansas 
City. 

THE WITNESS: Mr. lorio, Mr. Van Vulkenburg 
and Mr. - I don’t know when Mr. Robison was made 
department head. It would either be to Mr. Robison 
and/or Mr. Ausen. 

BY MR. KRAVITZ: 

Q But it would certainly include Mr. lorio? 

A Yes. 

Q The next set of addressees? 

A That would pertain to the field office. 

Q What does the next one say? 

A "All investigation staff (Washington)". 

Q That would not apply to Kansas City. Then 
the next one is? 

A "All assistant general counsel (field 
sites)." 
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Q Would that apply to anyone in Kansas City? 

A That would be Mr. Glion Curtis, or if he 
was in Washington, it would be Mr. David Swiss. 

Q What is the next list? 

A "All litigation, professional liability, 
and complex litigation section chiefs (field 
sites)." 

Q Who would that include in Kansas City? 

A The section chiefs for litigation would 
include Linda Markison, Rebecca Bennett, Mary Koffran 
and Russ Kaufman. And then I was the section chief 
for professional liability. 

MR. WARIN: Was there a complex litigation 
section chief? 

THE WITNESS: 1 have never even heard of 

that. 

MR. WARIN: Okay. Move on to the next 
category. 

THE WITNESS: "All litigation, professional 
liability and complex litigation attorneys 
(Washington)." 

BY MR. KRAVITZ: 
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Q That would not apply to Kansas City? 

A No, sir. 

Q Just as a general matter, when the main 
office of the RTC in Washington sends memoranda like 
this June 17th policy directive out to the field 
offices, how are they sent? Are they sent through 
the mail? Are they faxed? 

A There is no one procedure that they used. 

Q Do you know ~ you have already testified 
about your receipt of a copy of this directive at the 
conference in New Orleans. But do you know when 
copies of the June 17, 1993 policy directive arrived 
in the Kansas City field office directly from 
Washington? 

A 1 don’t know when it arrived. I only know 
the date of Mr. Ausen’s Post-it stamp. 

Q What is that date? 

A That would be the only date 1 would have. 

Q While Viet is looking for that, let me ask 
you a couple other questions. 

Before June 17, 1993, had you ever 

participated in any discussions with any of the 
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members of the Office of Investigations in Kansas 
City about whether PLS lawyers should review criminal 
referrals before the referrals submission to the 
Department of Justice? 

A I don’t recall any such conversations. 

Q And before June 17th, the practice had been 
that the Office of Investigations would simply 
provide PLS with a courtesy copy of referrals after 
the referrals had been submitted to the Justice 
Department? 

A I don’t know about your characterization, 
but I know that if we got a copy of the referral, it 
came after the referral was already in the hands of 
the Department of Justice. 

Q So, when you learned about the June 17, 

1993 policy directive, there was no question in your 
mind that this was a change in RTC policy regarding 
the handling of criminal referrals before their 
submission to the Justice Department; is that 
correct? 

A Yes. It was a change in how we handled, 
processed referrals. 
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Q After June 17, 1993 and before the 
Madison ~ the set of nine Madison referrals was 
prepared in September, late September 1993, was there 
any discussion between PLS lawyers and members of the 
office of investigation about how to implement the 
June 1 7th policy directive? In other words, did you 
talk to anyone, Mr. lorio, Mr. Ausen, anyone else in 
investigations about the directive before the time 
that the Madison referrals came up? 

A I did not have any such discussion with 
them. 

Q And to your knowledge, there were no 
criminal referrals submitted to the Justice 
Department by the Office of Investigations between 
June 17, 1993 and the time that the Madison referrals 
were prepared? 

A I was not aware of any. 

MR. KRAVITZ: Have you found that? 

MR. DINH: Let the record reflect the 
Majority staff is now Minority staffs paralegal, 
only in the spirit of bipartisanship. 

MR. KRAVITZ: We appreciate that. 
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BY MR. KRAVITZ: 

Q TH 0709 is the Bates stamp of the document 
I am showing you. 1 ask you if this is the copy of 
this July 17th memorandum that has the Post-it you 
were referring to. 

A Yes, sir, it is. 

Q When is that Post-it dated? 

A 6/29/93. 

Q What does that say? 

A "Karen, looks like the new crim referral 
form will be introduced soon. As a matter of fact, 1 
will be in an all-day training session today on how 
to use the form, Lee." 

Q That would be Lee Ausen? 

A I believe it is, yes. 

Q You assume that Karen is Karen Carmichael? 

A Yes. 

Q When you -- you testified earlier that when 
you first became aware that the nine criminal 
referrals in the Madison case had been prepared, you 
spoke with Mr. Iorio about PLS reviewing those 
referrals; is that correct? 
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A Pursuant to the directive, yes, 1 did. 

Q It is your testimony that Mr. lorio told 
you that he knew nothing about the June 17, 1993 
policy directive? 

A That’s right. He asked me to fax it to 
him, and I did. 

Q What exactly did Mr. Iorio tell you? Did 
he say he had never seen the policy directive? 

A I don’t recall his precise words. 

Q Did he say he didn’t know anything about 
it, words to that effect? 

A Something that triggered me to say I will 
fax you a copy of it, and I did. 

Q And then you spoke with Mr. lorio after you 
faxed him a copy of the directive? 

A I don’t recall. 

Q At some point you agreed with Mr. Iorio 
that there would be about a two-week period for PLS 
to conduct the legal review? 

A Yes, sir. 1 don’t recall if that was part 
of the conversation where 1 faxed him the June 17th 
directive or a subsequent conversation. 
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Q Did Mr. lorio ever indicate to you that he 
had a different interpretation than you did of the 
language of the June 17th policy directive? More 
specifically let me ask you this. 

After reading the policy directive, the 
June 17th policy directive, did Mr. Iorio ever 
indicate to you that in his opinion, the directive 
did not require that PLS be given a chance to review 
the criminal referrals before they were submitted to 
the Justice Department? 

A I don’t recall any such statement. 

Q What did you view PLS’s role to be in 
reviewing the nine criminal referrals in the Madison 
case at the end of September and the beginning of 
October 1993? 

A The directive says that I, PLS, am to 
review these referrals before they go to the 
Department of Justice or the FBI. Consistent with my 
practice, both in private practice and with the RTC, 
a review to me means you look at the facts to see - 
you look at the accusations or the allegations and 
you determine if the facts support those allegations 
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and if there is evidence to support the facts. 

That kind of marrying up of the facts and 
the law is integral to a review process by any 
competent lawyer. 

Q Was it your expectation that the review 
conducted by PLS would, if appropriate, make 
suggestions to the officials in the Office of 
Investigations as to how to improve the referral or 
as to additional information that perhaps they should 
obtain before submitting the referral? 

What were you hoping to achieve by sending 
the legal review to the Office of Investigations? 

A To point out the very issues that the U.S. 
Attorney’s Office, the lawyers in the U.S. Attorney’s 
Office would -- the concerns and the issues that they 
would have would come to the forefront of their 
review of these referrals as they went through the 
allegations. 

Q In your view, was the PLS legal review for 
the benefit of the Office of Investigations at the 
RTC or for the benefit of the U.S. Attorney’s Office? 

A Neither. It was to benefit the strength 
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and character of those referrals and to make them a 
better product. 

Q How did you expect that the legal review 
would achieve that? 

A Because 1 had experienced lawyers looking 
at it through the eyes of lawyers, not investigator 
to lawyer, how I perceived the U.S. Attorney’s office 
would look at those referrals. A lawyer goes through 
and says these are the elements of the crime and this 
is the evidence I have to support the elements of the 
crime. It was that process we go through. 

In that process, you have certain issues 
and concerns that come up about the information that 
is there, and not there as the case may be, that can 
help strengthen the referral document itself that is 
ultimately sent on to the decisionmakers in the U.S. 
Attorney’s Office. 

Q So, the intention was that the legal review 
would make recommendations to the Office of 
Investigations as to how investigations could improve 
the content of the referral; is that right? 

MR. FOWLER: When you say "intention," 
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whose intention? 

BY MR. KRAVITZ: 

Q Your intention. Was it your expectation 
that an intention — that the legal review process 
would improve the quality of the referral? I think 
that’s what you already said. 

A My goal was to make it a better referral 
document, yes. 

Q How was that to happen between the time 
that the legal review was submitted back to the 
Office of Investigations and the time that the 
criminal referral, the final product, was actually 
submitted to the Justice Department? 

A By identifying issues and concerns, 1 give 
the recipient of that document an opportunity to 
address those concerns. I did not, as 1 said 
earlier, have the authority to make them deal with 
those concerns and questions. 

Q But it certainly was your hope that the 
Office of Investigations would consider the 
observations and suggestions and concerns that were 
set forth in the legal review and, if appropriate, 

make changes to the body of the criminal referrals to 
improve the criminal referrals before submitting them 
to the Justice Department? 

A Sir, it is my object in every legal 
document I review to make it a better document by 
raising issues and concerns that, if addressed, will 
make it a stronger document. 

Q Okay. Did the PLS review in the Madison 
case in the fall of 1993 make suggestions as to how 
the Office of Investigations might improve the 
quality of those nine criminal referrals? 

A I m not sure I understand your question. 

Q The legal review - you sent a memo back to 
the Office of Investigations; is that right? 

A Yes, sir. 

Q Did that raise issues of concern or make 
suggestions as to how the Office of Investigations 
might improve the quality of those referrals before 
the referrals were submitted to the Justice 
Department? 

A It identified the issues and concerns that 
we had as lawyers with the referral documents. 
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Q And those were issues and concerns that you 
as lawyers thought should be addressed before the 
referrals were finally submitted to the Justice 
Department; correct? 

A Any time I make a suggestion, by making 
that suggestion — by raising that issue and concern, 

1 believe that if that issue is addressed, it will be 
a stronger, more persuasive document. 

Q You thought those issues and concerns 
should have been addressed by the Office of 
Investigations before the referrals were finally 
submitted to the Justice Department? 

A Otherwise, there is no purpose to the 
review. 

Q That’s my question. 

And would it be your view that if the 
Office of Investigations made no changes to the 
referrals based on the legal review memo that the 
legal review memo had not achieved the purpose that 
you intended it to have? 

A 1 don’t know. 

Q Has PLS done legal reviews of criminal 
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referrals in cases other than Madison since the fall 
of 1993? 

A Yes, sir. 

Q Have those legal reviews been done in 
writing? 

A Yes. 

Q Have all of them been done in writing? 

A Yes. 

Q So, if someone in the Office of 
Investigations were to claim that the legal review 
conducted by PLS in the Madison case was the only one 
that was ever put in writing, that would be 
incorrect? 

A They would be misinformed. 

Q You testified previously about a meeting 
that you had with Mr. lorio in November of 1993 in 
which you said that you laid out a series of events 
that greatly troubled you about Ms. Lewis’s 
participation in the Madison case. I believe you 
testified it was at this meeting that you asked 
Mr. Iorio to remove Ms. Lewis from the Madison case; 
is that right? 
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1 A I did not say Madison case. It is 

2 Paragould. 

3 Q You asked Mr. Iorio to remove Ms. Lewis 

4 from the Paragould case? 

5 MR. FOWLER: The problem is your 

6 characterization of what she laid out to Mr. Iorio in 

7 that meeting. 

8 BY MR. KRAVITZ: 

9 Q 1 didn’t mean to mischaracterize whaty-ou 

10 said. You met with Mr. Iorio in November of 1993 and 

11 asked him to remove Ms. Lewis from the Madison case; 

12 is that correct? 

13 A Yes, I did. 

14 Q I believe you testified that at that 

15 meeting you laid out a series of concerns that you 

16 had about Ms. Lewis? 

17 A Yes. 

18 Q What were the concerns that you told 

19 Mr. Iorio about in that November 1993 meeting? 

20 A They relate to Ms. Lewis’s work on an 

21 institution known as Paragould, the fidelity bond 

22 case that I mentioned earlier. She worked directly 
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1 with the AUSA - 

2 Q The Assistant U.S. Attorney? 

3 A Yes — in Little Rock, Arkansas, and agreed 

4 to a plea agreement with one of our target defendants 

5 in our fidelity bond case that did not require any 

6 cooperation or restitution. In other words, the 

7 interests of the RTC were wholly unprotected while 

8 the interests of the Department of Justice were well 

9 served. 

10 I believed that that showed -- my concern 

1 1 was that Ms. Lewis had crossed the line and did not 

12 understand that her representations had to represent 

13 the best interests of the RTC, not the Department of 

14 Justice. 

15 Q Did Ms. Lewis’s actions in the Paragould 

16 case result in the RTC’s inability to collect money 

17 from a criminal defendant or other entity that the 

18 RTC otherwise would have been able to collect? 

1^ A The value of the fidelity bond claim was 

20 diminished as a result of our inability to secure 

21 cooperation from the target defendant on an issue 

22 related to discovery, which is paramount to 
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successful pursuit of a fidelity bond claim. 

Q How much money did the RTC lose as a result 
of that? 

MR. DINH: Wait a minute. You stated 
earlier that now we are in the land of speculation 
here. You are talking about "would have been able to 
collect," "how much money did the RTC lose as a 
result of that?" We are all talking about 
speculation as to what would have happened, given her 
cooperation, what would have happened with respect to 
the value of the bond, what would have happened in a 
court of law. 

Now you are making a characterization as to 
actual losses? 

MR. KRAVITZ: Your objection is noted for 
the record. 

BY MR. KRAVITZ: 

Q Ms. Yanda, can you tell us how much money 
you believe that the RTC would have been able to 
collect through a restitution order or through the 
fidelity bond claim were it not for Ms. Lewis’s 
actions in the Paragould case? 
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MR. WARIN: Can you give an opinion on 

that? 

THE WITNESS: l have an opinion, yes. 

BY MR. KRAVITZ: 

Q What is your opinion? 

A I told you earlier that my background and 
expertise prior to coming to the RTC was related in 
part to my work on fidelity bonds. This was a 
fidelity bond case. It was with a former client of 
mine, St. Paul Fire & Marine. They were the carrier 
on this case. 

I believe that based on my experience that 
had we had the cooperation of this pivotal witness on 
the issue of discovery that we would have been able 
to recover significantly more than we ultimately did 
on the bond claim. I believe that the loss to the 
agency was approximately $200,000. 

Q How much did the agency collect on the bond 
claim? 

A $550,000. 

Q So you believe that were it not for 
Ms. Lewis’s conduct, the agency would have been able 
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to collect approximately $750,000? 

A Based on our litigation risk analysis using 
the Mark Victor approach, yes. 

Q That’s the way you analyze the value of 
various pieces of litigation? 

A Yes. 

MR. WARIN: It is a common litigation 
technique of a person who does kind of a decision 
tree risk analysis model that has been around for a 
number of years. Mr. Victor has a seminar program 
that he articulates this in across the country. 

BY MR. KRAVITZ: 

Q You testified a moment ago that you thought 
that Ms. Lewis’s conduct in the Paragould case 
crossed the line. What did you mean by that? 

A Exactly what I said earlier, and that is 
that she had not protected the interests of her 
employer, the RTC, and had allowed the interests of 
the Department of Justice to subsume the RTC’s 
interest. 

Q Were there any other cases other than 

Paragould that you were aware of in which Ms. Lewis 
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crossed the line, either in that regard or in any 
other regard? 

A That is the case that I can quantify the 
concern. 

Q What about the First of Fayetteville case? 

Are you familiar with Ms. Lewis’s conduct in that 
case? 

A She was the assigned criminal investigator 
in that case, yes. 

Q Do you have any concerns about Ms. Lewis’s 
actions in the First of Fayetteville case? 

MR. WARIN: Let me confer with my client. 

(Counsel conferred with the witness.) 

BY MR. KRAVITZ: 

Q You have testified that Ms. Lewis was the 
criminal investigator on the First of Fayetteville 
case. 

A Yes, sir. 

Q Has anyone brought to your attention 
concerns about Ms. Lewis’s conduct in that case? 

MR. WARIN: In that investigation? 

MR. KRAVITZ: In that investigation. 
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THE WITNESS: It wasn’t the investigation 
that was brought to my concern. It was her failure 
to share with PLS the fact that she had made 
referrals relating to our target defendants in the 
Fayetteville civil professional liability matters. 

We had a trial in the spring of 1993 in 
which we tried our D&O liability claims involving 
these target defendants and we lost. The jury 
instruction in that case specifically identified the 
fact that we had no evidence of fraud. 

The basis of Ms. Lewis’s referral to the 
U.S. Attorney’s Office relating to these target 
defendants was fraudulent activity. She knew there 
was a trial. The office, and in fact one of the 
investigators in the Kansas City investigative office 
was one of the witnesses at that trial. 

BY MR. KRAVITZ: 

Q Who was that? 

A Leslie Tieszen. At no point in time did 
anyone in Kansas City investigations tell either 
Neysa Day, who was the attorney responsible for the 
Fayetteville trial, Ms. Day’s supervisor or myself 
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that there was a criminal referral out there where 
Ms. Lewis felt she developed evidence of fraud. 

Q The civil trial in the First of 
Fayetteville case was in the spring of 1993? 

A Yes, sir. 

Q When were the criminal referrals made by 
the Office of Investigations in that case? 

A 1 don’t know. 

Q Before then? 

A I don’t know the date of them. 

Q Was it before the time of the civil trial? 

A Yes, it was. 

Q So, the Office of Investigations certainly 

was aware of these criminal fraud allegations as of 
the time of the civil trial? 

A Certainly Ms. Lewis was, yes. 

Q To your knowledge, has Ms. Lewis ever 
stated why it is that she failed to inform PLS about 
the claims of fraud contained in her criminal 
referrals in the First of Fayetteville case? 

A I’m not aware of any. 

0 What could the PLS lawyers have done with 
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evidence of fraud in that trial had they had it? 

A We would certainly have examined it and 
seen if it was evidence that we could introduce at 
trial to prove fraudulent intent on the part of our 
target defendants and it would have made a stronger 
civil claim. 

Q Was Ms. Lewis’s failure to inform PLS of 
the criminal referrals in the First of Fayetteville 
case another example of your belief that Ms. Lewis 
was not acting as a team player at the RTC? 

A I don’t know about your characterization. 

MR. DINH: Exactly what belief at what 
time? At this point we only have Paragould as the 
belief, as I understand it, in September of 1993 with 
respect to her communications with Mr. Iorio which is 
where this entire line of questioning started from. 

I thought at that point that was only Paragould. 

Can you unpack it for me, if not for the 
witness? 

MR. KRAVITZ: 1 asked her if this was 
another example. Your objection makes it clear that 
there already has been one example she just testified 

160 

about. I just asked her if this was another 
example. 

MR. WARIN: 1 think actually the witness 
came back and said something about the 
characterization. 

BY MR. KRAVITZ: 

Q I thought you said previously in this 
deposition that you were concerned that Ms. Lewis was 
not a team player. If 1 misheard that, I apologize. 

A My concern is you started this line of 
questions relating to my conversation with 
Mr. Iorio. I recall discussing the Paragould case 
with Mr. Iorio. 1 do not recall whether I discussed 
Fayetteville with him or not. 1 was certainly aware 
of Fayetteville. 

Q Do you know what it was that Ms. Lewis was 
doing working on the Madison case as of November 1993 
in light of the fact that there were criminal 
referrals that had already been submitted a month 
earlier? 

A No, sir, I don’t. 

Q To your knowledge, was there anything more 


I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6742 


161 

for the Office of Investigations to be doing in the 
Madison case in November of 1993 that Ms. Lewis would 
need to be removed from? 

A Mr. Iorio indicated to me that the work was 
over. Historically when a referral goes out the 
door, the lion’s share of the investigative work is 
complete at that point in time. 

Q Mr. Iorio indicated that to you with regard 
to the Madison case specifically or just with regard 
to cases generally, that once a referral goes out the 
door, the work is over? 

A Specifically in relationship to Madison and 
our ability to remove both Karen and Jean from the 
case. 

Q I want to ask you some questions about the 
administrative law issue. 1 believe you testified, 
and I hope I’m not mischaracterizing you — 

MR. WARIN: Administrative leave issue? 

MR. KRAVITZ: Yes. 

BY MR. KRAVITZ: 

Q I believe you testified that you told 

Mr. Hindes that the Office of Investigations’ 
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obsession with the Madison case and their resulting 
lack of productivity had made it impossible for you 
to do your job. 

A And the demoralized staff, yes. 

Q How was it that the Investigations office’s 
obsession with the Madison case made it impossible 
for you to do your job running the PLS office? 

A At the time this happened, I was in a very 
critical stage of PLS’s field work. Our cases had 
been on file for about a year now. They were getting 
very deep into the pretrial discovery and litigation 
phases. 

I needed litigation support. I have an 
investigative staff whose efforts are being focused 
in any direction but pursuit of our civil claims. 

The talk, the conversations, just the office gossip 
had led to a productivity level that was next to 
nothing. I needed work, I needed support, and I 
couldn’t get it. 

Q So you had ongoing litigation and civil 
cases other than the Madison case; is that right? 

A I have nothing to do with the Madison case, 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6743 


163 

and I don’t know about any civil litigation out of 
Madison. 

Q But you had cases — you had litigation 
going on in cases other than Madison? 

MR. WARIN: That has as a presumption that 
she had cases going on for Madison. 

MR. KRAVITZ: I don’t mean to imply that. 

MR, WARIN: She had no responsibility for 
Madison. The question is did you have litigation 
going on that you were supervising? 

THE WITNESS: Absolutely. 

BY MR. KRAVITZ: 

Q And you needed the assistance of 
investigators to back up that investigation? 

A And Mr. Iorio to spearhead and focus that 
support in helping PLS in pursuit of our civil 
liability claims. 

Q What type of work did you need Mr. Iorio 
and his office to do on those cases that they were 
not doing? 

A One example is we had a case going to 
trial, I can’t remember the case name, but it was in 
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Casper, Wyoming. I wanted Richard to send an 
investigator to serve as the RTC representative in 
trial in front of a jury. I thought it would be 
harmful to the RTC’s interest to use the PLS attorney 
as the RTC representative, not to mention the fact 
that the PLS attorney at any given time might take 
over part of the trial work at the trial. 

Mr. Iorio indicated that his investigative 
staffs were too busy to devote the kind of time 
needed to provide that kind of litigation support for 
me. 

Q Did Mr. Iorio specifically tell you that 
his staff was too busy working on the Madison case or 
did he simply say they were too busy? 

A His characterization was "too busy." 

Q Is it your understanding that his 
investigative staff was too busy because of Madison 
as opposed to because of other duties? 

A 1 was getting calls from the 
investigators. 

Q Tell us about that. 

A Investigators would call me and tell me 
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that the civil work was being put aside so that they 
could provide whatever support was needed on the 
Madison referrals. 

Q Were these civil investigators who were 
calling you or criminal investigators or both? 

A I had at any given time investigators from 
both sides call me. 

Q Which investigators called you? Do you 
remember? 

A The ones that 1 recall are Dick Parks, 

Sandy McCann, Pat Robison. Those are the only ones 1 
can recall. 

Q What was the time period during which you 
were receiving these calls from these investigators? 

A 1994. 

Q 1994. Did you receive any similar calls 
from these or other investigators in 1993? 

A Not that I recall. 

Q In other words, these calls all came after 
the last set of nine criminal referrals in the 
Madison case had already been submitted to the 
Justice Department? 
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A Yes, sir. 

Q And the investigators were telling you that 

they were unable to work on the civil cases, the 
civil litigation because they were being pulled off 
by Mr. Iorio to work on Madison? 

MR. WARIN: I don’t think that was her 
characterization. Why don’t you go ahead and testify 
to what your testimony is. 

THE WITNESS: That isn’t my 
characterization. 

They were talking about the demoralization 
of that office, about the fact that Mr. Iorio was 
focused on Madison, they could not get him to focus 
on providing the kind of support they needed to do 
their jobs, the domino effect, if they can’t do their 
jobs, it impacts my ability to do my job. 

1 specifically recall this instance where I 
went to Richard and asked for investigative support 
in a trial capacity and was told unequivocally no. 

BY MR. KRAVITZ: 

Q Am I correct that this case you have 
testified about that had a trial in Casper, Wyoming 
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is but one example of a number of cases that your 
office was handling in which your litigation position 
was harmed by the actions of the Office of 
Investigations? 

A Yes, sir. 

Q The Wyoming case was not the only case 
harmed by the conduct and the resulting morale 
problems? 

A Your characterization of "harmed” is 
unwarranted. We won the case, but it was by the 
efforts of outside counsel in the professional 
liability section. 

MR. KRAVITZ: Off the record. 

(Discussion off the record.) 

BY MR. KRAVITZ: 

Q Ms. Yanda, fm going to show you what has 
been marked as JY 0131 and ask you if you can tell us 
what that document is. 

(Witness examined the document.) 

A I believe it is a copy of Mr. Duane 
Curtis’s notes. 

Q Have you seen that document before? 
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A Yes, sir. 

Q What are those notes from, if you know? 

A Following the call from Mr. Hindes to me in 
August of 1994, Mr. Hindes asked Duane and me to — 

Mr. Curtis and me to outline some of the concerns we 
had about Mr. Iorio’s, Mr. Ausen’s and Ms. Lewis’s 
performance. 

Q These are notes that Mr. Curtis took during 
a meeting he had with you when you were outlining 
these concerns? 

A He was writing things down as we were 
talking that day. I do not know when or where he 
completed his notes. 

Q Why don’t you take a moment to read through 
this document and let us know if it refreshes your 
memory as to concerns that you and Mr. Curtis had 
about Mr. lorio that you have not previously 
testified to. 

(Witness examined the document.) 

A The ones I have personal knowledge about 
are the ones I have identified for you today. 

Q So there are other concerns that are on 
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this document that are concerns that you don’t have 
personal knowledge of? 

A Some of these notes I can’t read. We 
talked about the morale issue. We have talked about 
the time-off awards. 

MR. DINH: If you don’t have personal 
knowledge, the document speaks for itself. 

MR. KRAVITZ: Excuse me. She is in the 
middle of her answer. 

(Witness reviewed the document.) 

THE WITNESS: No, sir. 

BY MR. KRAVITZ: 

Q I’m going to show you another document 
marked JY 0132 and JY 0133. Are these also notes of 
Mr. Duane Curtis? 

A It appears to be his handwriting, yes. 

Q Do those appear to be notes indicating 
concerns that you and Mr. Curtis had about Ms. Lewis? 

A To my knowledge, I never saw these 
documents until the Independent Counsel showed them 
to me. 

Q Any of these documents or just the two that 
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you have in your hand now? 

A The two you have just referenced. 

Q Had you seen the document about concerns 
about Mr. Iorio before you went to see the 
Independent Counsel? 

A Yes, sir. As I testified, I believe those 
are the notes that Duane wrote. 

Q While you were meeting? 

A Yes. 

Q During this conversation with Mr. Curtis, 
did you also discuss concerns you and he had about 
Ms. Lewis? 

A Pursuant to Mr. Hindes’s directive, yes, we 
did. 

Q Was there a concern that you and Mr. Curtis 
discussed with regard to Ms. Lewis about time and 
attendance sheets? 

A Yes. Some of the investigators had 
expressed a concern that Ms. Lewis was not being 
truthful in her time and attendance sheets. 

Q More specifically, were the concerns that 
Ms. Lewis was working on the Madison case and marking 
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down that she was working on other cases so that the 
time sheets would not indicate that she was working 
on Madison, or was it some other concern? 

A I don’t recall anything other than what I 
have told you. 

Q This document indicates something about 
travel vouchers and authorizations. Do you remember 
whether there was any concern that you discussed with 
Mr. Curtis with regard to Ms. Lewis about travel 
vouchers and authorizations? 

A I don’t recall discussing that with 
Mr. Curtis that day. 

Q Do you recall any discussions with anyone 
regarding concerns that Ms. Lewis had acted 
improperly with regard to travel vouchers? 

A Some of the investigators had made some 
accusations about her misuse of travel vouchers, but 
I don’t know anything more about it. 

Q What were the accusations that you heard? 

A That she had misused her travel vouchers. 

1 have to make a request. I am going to 
miss a chance to talk to my son tonight if 1 don’t 
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call him right now. 

MR. KRAVITZ: I don’t want to make you miss 
that. Off the record. 

(Discussion off the record.) 

(Recess.) 

MR. KRAVITZ: Ms. Yanda, in light of the 
late hour and it is obvious that everyone is very 
tired here and your lawyer needs to leave, 1 am going 
to forego further questioning at this time and 
Mr. Dinh is going to have five more minutes of 
questions and this deposition will be over. 

MR. WARIN: For the record, two individuals 
have come in beyond counsel taking questions, a 
Timothy Mitchell, who has come in halfway through or 
three-quarters of the way through at the tail end of 
the deposition, and sir, your name is? 

MR. BARTOLOMUCCI: Chris Bartolomucci. I 
am with Majority staff. 

MR. WARIN: Thanks. 

EXAMINATION 

BY MR. DINH: 

Q One question on the First Fayetteville 
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case. You said you had an investigator working with 
you in the investigations unit. Her name was 
Leslie — 

A The testifying investigator was Leslie 
Tieszen. 

Q To the best of your knowledge, did you know 
whether Ms. Tieszen or Ms. Lewis talked about the 
case? 

A I don’t know. 

Q Now, you said earlier that you had 
expressed concerns to your supervisor regarding the 
conduct of the investigations unit and I think the 
word was their obsession with the Madison Guaranty 
case that made them unproductive in other matters 
with respect to the general office as a whole; 
correct? 

A That was part of what I said, yes. 

Q Now, you expressed those concerns to 
Mr. Hindes? 

A Yes, sir. 

Q Do you know — approximately how close to 
August 14th or how close to the day they were placed 
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on administrative leave did you express these 
concerns to Mr. Hindes? 

MR. WARIN: Our client has previously 
testified that during 1994 there was a series of 
telephone conversations between herself and 
Mr. Hindes in which she articulated those concerns. 

BY MR. DINH: 

Q When was the last telephone call you can 
recall? 

A I don’t recall. 

Q Do you recall when your meeting with 
Mr. Curtis took place in which you had previously 
testified referring to his notes? 

A We are talking about Mr. -- 

Q With Mr. Curtis. You testified Mr. Hindes 
suggested you meet with Mr. Curtis and talk about the 
conduct of these investigators; is that right? 

A Which Curtis are we talking about? 

Q Duane Curtis. 

A All right. 

MR. WARIN: 1 don’t believe that the 
testimony is that Mr. Hindes directed her to meet 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6749 


175 

with Mr. Duane Curtis. I don’t believe that is our 
client’s testimony. That characterization is 
incorrect. 

If you can answer the question of how you 
got to talking to Mr. Curtis, please try to answer 
that question, Mr. Duane Curtis. 

THE WITNESS: Mr. Hindes asked me to 
prepare — he asked Duane Curtis and 1 to prepare a 
list of our concerns relating to the performance of 
the three who were placed on admin leave. 

BY MR. D1NH: 

Q Do you know approximately when this meeting 
took place between you and Mr. Curtis? 

A The week before the three were placed on 
admin leave. 

Q Obviously subsequent to your expressions of 
concern to Mr. Hindes regarding the obsession with 
Madison case by the investigations unit? 

MR. WARIN: Viet, you shouldn’t shorthand 
this to be the obsession with the Madison case. I 
know why that is why all of you are circled around 
this table. But she said there was an obsession, and 

176 

then she went on and articulated a variety of other 
concerns, the lack of productivity, the morale issues 
and so forth. 

BY MR. DINH: 

Q The lack of productivity and the low 
morale, did those all arise out of the obsession with 
Madison? 

MR. WARIN: How can she answer that 
question? 

MR. DINH: It seems to me from her prior 
testimony that the principal reason was the obsession 
with Madison that caused — that was an intermediate 
and principal cause of all these other manifestations 
of problems which showed up in low morale and in low 
productivity; that is, people were put on Madison and 
not devoting their time to civil claims, civil 
investigations. 

MR. WARIN: She cannot create the Hegelian 
analysis that you are asking her to undertake to 
determine why there is a lack of productivity. 

There has been concerns and articulation 
about lack of productivity. She has repeated that to 
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her boss. She has been told by a variety of 
investigators about the low morale. 

Coincidentally with all of that there is an 
obsession with Madison and her work can’t get done. 

That’s what you are missing here. 

BY MR. DINH: 

Q Is that your testimony, your counsel’s 
characterization of it? 

A Yes. 

Q It is. So you cannot determine whether the 
quote, unquote, obsession with Madison contributed to 
or caused the lack of productivity in the Office of 
Investigations in Kansas City? 

A Your question is different this time 
around. I don’t know. I know the impact. 1 do not 
know the motivation. 

Q You do not know the cause? 

A Right. 

Q The specific allegations that you sat down 
with Mr. Curtis about which are reflected in his 
notes which you reviewed earlier relate to travel 
vouchers and authorizations, Ms. Lewis’s 
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misstatements in her time sheets that counsel asked 
you about and the travel vouchers. 

Under the general rubric of your concerns 
with respect to the investigations unit, which did 
that fall under? The obsession with Madison? Or was 
it lack of productivity or is it something else or 
that these allegations are wholly unrelated to your 
concerns with respect to the investigations unit? 

A The word l used earlier and the 
characterization I use now, it is the penumbra 
effect. This was all part of that that had a 
significant impact on our office to do our job. 

Q Some of this penumbra is the misusing of 
travel vouchers? 

A I don’t know. 

Q All I’m trying to do is find out whether 
you have any basis for knowledge of the link between 
Madison Guaranty, the lack of the productivity in 
other cases and/or the specific allegations that you 
and Mr. Duane Curtis were talking about. 

This is what your counsel has characterized 
as the Hegelian analysis. 1 am asking, do you have 
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any basis? 

A I have articulated the facts. Those facts 
are what I stand by. Whatever analysis or hoops you 
want to jump through, you jump through them. I am 
not going to differentiate from the facts as I have 
articulated them for the last five hours. 

Q Do you know if any of the specific items 
that you discussed with Mr. Curtis during that 
meeting, whether they contributed to lower 
productivity or low morale of the investigations unit 
in Kansas City? 

A No, I did not. 

Q One more question. Were you aware that a 
victim impact statement was sent by PLS to the 
sentencing judge in the Paragould case without review 
by the U.S. Attorney’s Office? 

A Pursuant to RTC’s policy, yes, it was. 

Q Did you order that victim impact statement 
— who sent that victim impact statement by PLS? 

A Who prepared it? 

Q Yes. 

A Karen Carmichael. 
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Q Who sent it? Did it go through you or was 
it sent out under your signature? 

A No. 

Q Did she send it directly? 

MR. WARIN: That’s five questions. Last 
question. Yes or no. 

THE WITNESS: No. 

MR. DINH: Wait a minute. You can’t — 

BY MR. DINH: 

Q Who sent that was my original question, was 
who sent the PLS - who in the PLS sent the victim 
impact statement? 

A You are assuming that PLS sent it. I am 
telling you we didn’t send it. We followed the 
policies and procedures of the RTC, period. 

Q Who sent it outside of PLS then? 

A I don’t know. 

Q Karen Carmichael prepared it and it was 
sent out by someone you don’t know? 

MR. WARIN: She said she didn’t know. 

THE WITNESS: I know who I sent it to. I 
don’t know who sent it out. 
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BY MR. DINH: 

Q Who did you send it to? 

A The vice president. 

Q Who? 

A Dennis Cavinaw. 

Q You don’t know to whom he sent it beyond 
that? 

A 1 don’t know. He is the vice president. 

MR. WARIN: She has answered it now three 
times. She doesn’t know who sent it out; is that 
correct? 

THE WITNESS: I don’t know who sent it 
out. Quite frankly, 1 am so tired now I don’t know 
which vice president was in charge in that period of 
time. It could have been Mr. Cavinaw or 
Mr. Thompson, and 1 don’t know right now. 

MR. WARIN: Let’s go. 

MR. DINH: I have nothing further. 

(Whereupon, at 6:46 p.m., the deposition 
was concluded.) 
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PROCEEDINGS 
MR. BARTOLOMUCCI: We’re on the record 
Mr. Casey, and first thing I want to thank you for 
making yourself available to us this morning. There 
are some things 1 should tell you before we begin. 

THE WITNESS: Okay. 

MR. BARTOLOMUCCI: This is a deposition 
being conducted pursuant to Senate Resolution 120. 
That resolution establishes a special committee 
administered by the Banking Committee to conduct an 
investigation of Whitewater Development Corporation 
and certain other related matters including matters 
involving the Resolution Trust Corporation. 

This deposition, as we’ve told you, is in 
advance of public hearings which will occur later 
this month and you may or may not be called to 
testify at those hearings. The questions which I’ll 
be asking you you’ll be asked to answer them under 
oath. If you don’t understand a question or the 
communication isn’t clear, please let me know and 
I’ll try to rephrase it or restate it for you. 

THE WITNESS: Sure. 


3 

now, 


4 


MR. BARTOLOMUCCI: Our stenographer is 
going to prepare a transcript of these questions and 
answers, and that transcript is going to be treated 
as what we call committee confidential until the 
start of the hearings. And as Mr. Cole told you 
before we went on the record, you’ll be given an 
opportunity, if you want it, to come to the Senate 
and look at the transcript to make any corrections 
that you might have if you’re ~ 

THE WITNESS: Come to the Senate. Do I go 
to a particular office? 

MR. BARTOLOMUCCI: Lance, do you want to 
field that one? 


MR. COLE: Sure. Mr. Casey, the procedure 
that we follow is that we’ve contacted people in 
advance of our hearings and arranged with them a date 
and time for them to come here and review their 
transcript. For an out-of-town witness like yourself 
that obviously presents some difficulties. And what 
I would suggest that we do is wait until we 
determine, based largely on the testimony you are 
going to give us this morning, whether there is any 
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5 

1 likelihood that you’ll be called as a hearing 

2 witness. And if not, perhaps the issue won’t arise. 

3 THE WITNESS: Be moot. That reason is 

4 perfect with me, no problem. 

5 MR. BARTOLOMUCCI: This is Mr. Bartolomucci 

6 again. If you are called to testify at a hearing, as 

7 I think Lance told you earlier, you will be given a 

8 copy of the deposition four days in advance thereof. 

9 THE WITNESS: Thank you. 

10 MR. BARTOLOMUCCI: Is anyone present with 

1 1 you at your end? 

12 THE WITNESS: I’m alone. My secretary — 

13 I’m at SMU, I’m a professor here teaching, and 

14 there’s nobody in the office at all. 

15 MR. BARTOLOMUCCI: Okay. 

16 THE WITNESS: I’m totally alone. 

17 MR. BARTOLOMUCCI: There are just a few 

18 more things I have to tell you before we start the 

19 deposition. Certain objections to questions may be 

20 lodged. Objections to the form of the question we 

21 note for the record. Objections on grounds of 

22 privilege or as going beyond the scope of the 

6 ~ 

1 resolution are also permissible and if necessary our 

2 Committee Chairman may rule on objections if you 

3 refuse to answer a question. I’m going to have the 

4 court reporter swear you in right now. 

5 THE WITNESS: Certainly. Who is your 

6 Chairman of the Senate Banking Committee now? 

7 MR. BARTOLOMUCCI: Alfonse D’Amato. 

8 THE WITNESS: Of course he is. Who is the 

9 leader of the Minority? 

10 MR. COLE: Senator Paul Sarbanes. 

1 1 THE WITNESS: Yes, 1 know them both very 

12 well. 

13 MR. COLE: And I realize this is a little 

14 irregular to swear you in by telephone, but since - 

15 THE WITNESS: I’ve done it before. 

16 MR. COLE: - there is not a court reporter 

17 there and we would like to have you answer our 

18 questions under oath, I think what we would ask the 

19 court reporter to do, notwithstanding the fact that 

20 you’re not present here, is to swear you if you’re 

2 1 agreeable to that. 

22 Whereupon, 
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1 ALBERT V. CASEY 

2 was called as a witness and, having first been duly 

3 sworn, was examined and testified as follows: 

4 EXAMINATION 

5 BY MR. BARTOLOMUCCI: 

6 Q Okay. Mr. Casey, I just have a few 

7 questions for you, and then I’m going to turn this 

8 over to Lance and then possibly I’ll have some 

9 follow-up questions when he’s finished. Would you 

10 please state for us and for the record your full 

1 1 name. 

12 A My name is Albert Vincent Casey, C-a-s-e-y. 

13 Q And Mr. Casey, am I correct that you were 

14 formerly the chief executive officer of the 

15 Resolution Trust Corporation? 

16 A That’s correct. 

17 Q During what years did you hold that 

18 position? 

19 A I literally took it on October 15th, 1991, 

20 replacing Bill Seidman and then the law changed 

21 February 1, ’92 and they appointed, you know, the 

22 legislation — it had to be cleared by the 


1 Presidency, Senate and so forth. That’s February 1 

2 ’92, and I served until March 15th, ’93. 

3 MR. COLE: And Mr. Casey, when you said a 

4 Presidency, were you referring to a presidential 

5 appointment in your position? 

6 THE WITNESS: No, the law changed and they 

7 changed the powers and authorities and made me total 

8 CEO as of February 1, ’92. We had oversight by the 

9 Banking Committee and an oversight board of - board 

10 of oversight by those people. I’m trying to remember 

1 1 quickly what that legislation changed, but I had 

12 absolute authority to do anything I wanted to do. 

13 BY MR. BARTOLOMUCCI: 

^ Q Casey, I think our court reporter is 

15 doing a good job getting down most or almost all of 

16 what you say. I’ll just ask you to be extra careful 

17 in enunciating for us so that we get you clearly on 

18 this end. 

19 A I’ll tell you very quickly I’ve had four 

20 serious heart attacks. I’ve had a total stroke and 

21 my throat has never recovered. I have problems 

22 speaking, sir. 
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1 MR. BARTOLOMUCCI: We appreciate your 

2 efforts. . . 

3 MR. COLE: We’ll bear that in mind, 

4 Mr. Casey, and we’ll try to go as quickly and as 

5 efficiently as we can. 

6 THE WITNESS: Maybe I’m going too last. 

7 BY MR. BARTOLOMUCCI: 

8 Q Let me get to my questions, we’ll try to 

9 get this over as quick as possible. 

10 Mr. Casey, in 1992, did you ever have a 

1 1 conversation with C. Boyden Gray about an RTC 

12 criminal referral related to Madison Guaranty Savings 

13 & Loan or related to Bill or Hillary Clinton? 

14 A Yes. 

15 Q When did that conversation occur/ 

16 A ] knew you were going to ask and I’m trying 

17 to think. It was either the end of September or 

18 early October. It was in that time frame. 

19 Q Who initiated the conversation? 

20 A He called me. 

21 Q And what did he say to you? 

22 A He just asked me if 1 knew about it, what 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


10 


was going on, what was the status. And that was the 
first that I ever heard of that subject at all. 

Q And what did you tell him at that time? 

A I’d find out about it. 

Q Okay. And did you go and find out about 

it? 

A 1 found out something. I talked to Bill 
Roelle, R-o-e-l-l-e, and asked him about it. He came 
down to my office and explained the Clintons were not 
subjects of the inquiry but may be called as 
witnesses. That’s all I ever learned about it. 

Q So in response to this conversation with 
Mr. Gray, you had one conversation with Bill Roelle? 

A That’s correct. 

Q And then did you subsequently have another 
conversation with Mr. Gray? 

A Yes. 

When was that? 

Same day. 

The same day that you talked to Bill 


Q 

A 

Q 

Roelle? 

A 


The same day that 1 talked to Bill Roelle. 
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Q So all three of these conversations 

2 occurred on the same day? 

3 A Within an hour. 

4 Q And in your second conversation with 

5 Mr. Gray, what did you tell him? 

6 A I didn’t tell him anything. He came right 

7 on the phone and said Al, forget my request. I don’t 

8 want you to tell me a thing. 1 said fine. He hune 

9 up. S 

10 Q That was the end of it? 

* 1 A That was the end of it. 

12 Q In 1992, did you ever have a conversation 

13 with anyone else at the White House other than C. 

14 Boyden Gray about the Madison Guaranty referral? 

15 A No. 

16 Q Is there anything else you want to add 

17 about conversations you’ve had about the Madison 

18 referral? 

A No. I really don’t, because exactly what 

20 I’ve told everybody. 

21 MR. BARTOLOMUCCI: Okay. 1 think that’s 

22 all the questions I have for now. I’m going to give 


1 it over to Mr. Cole. 

2 THE WITNESS: Okay. 

3 EXAMINATION 

4 BY MR. COLE: 

5 Q Mr. Casey, as 1 said earlier, I’ll also try 

6 to be brief. Focusing your attention, if I could, on 

7 your first conversation with Mr. Gray when he called 

8 you, can you tell me, as best you can recall today, 

9 exactly what he asked you? 

10 A Well, he asked me if I knew anything about 

1 1 the matter and I said no. I said I’ll look into it. 

12 Q And what I would like is to be as specific 

13 about that as possible, Mr. Casey. 

14 A Sure. 

15 Q When you say "the matter," did Mr. Gray 

16 indicate that he knew that this was a matter 

17 involving the Clintons or a matter involving a bank 

18 in Arkansas or what, as best you can recall, did he 

19 say to you? 

2® A It had been in the newspaper and we both, 

21 you know, knew the subject as to being Whitewater. 

22 That s what 1 would assume and believe. 


1 1 


12 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6764 


13 

Q Do you have a recollection as to what 
newspaper it had been in at that time? 

A It must have been The Washington Post. 

Q Did Mr. Gray use the word "Whitewater" 
during that call? 

A I don’t honestly recall at all. I don’t 
know whether I did, either. 

Q Did Mr. Gray say anything to you to 
indicate what his source of information was, whether 
newspaper or otherwise? 

A No. It was an extremely brief 
conversation. 

Q And if I understand your testimony, you 
simply told Mr. Gray that you would make inquiries? 

A Yes, sir. 

Q And when you called Mr. Gray back -- 

A 1 didn’t call him back. He called me 
again. 

Q Oh, he called you a second time? 

A Within the hour I had those three 
conversations. 

Q I’m sorry. I misunderstood your earlier 

14 

testimony. 

A Well, I’m sorry. 1 probably wasn’t clear. 

Q You called Mr. Roelle and spoke with him? 

A Yes. 

Q And then, within the hour, Mr. Gray called 
you back? 

A Right. Almost immediately. Roelle could 
have even been in the room. I don’t know. It 
happened so fast. 

Q And after — was your discussion with 
Mr. Roelle the first time you learned of this matter? 

A Yes. 

Q What did you know from the newspapers at 
the time you spoke with Mr. Roelle? 

A 1 don’t remember, sir, except that there 
was some general news article that the Clintons had 
been involved in a matter that now the RTC was 
involved in and I’m paraphrasing that because I don’t 
really recall literally. 

Q Did Mr. Roelle give you a copy of a 
document? 

A No. I’d like to expand on that if I might. 
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1 Q Please do so, sir. 

A You don’t know my style of operation. I 

3 was not involved with a single case that ever came 

4 before the RTC. Once I had the new legislation on 

5 February 1, ’92, I set up an executive committee of 

6 four people, all of whom reported to me, and I gave 

7 them every single bit of my authority, and that’s how 

8 we resolved the cases that came to headquarters. I 

9 had other things to do than drown in the detail. 

10 Q 1 understand. If I could go back briefly, 

1 1 Mr. Casey, to what you knew when you first received 

12 the inquiry from Mr. Gray and I’ll tell you the 

13 source of my confusion. It’s well known and a part 

14 of this record and a part of the public record that 

15 there had been news articles about Whitewater 

16 Development Corporation and the Clintons starting 

17 first in March of 1992 and thereafter. 

18 To the best of my knowledge, sir, there had 

19 not been any news articles at the time we’re 

20 discussing, that would be late September/early 

21 October 1992, about an RTC criminal referral. So I’d 

22 like to be as clear as possible about Mr. Gray’s 

1 inquiry and whether at the time Mr. Gray called you 

2 he knew that there was an RTC criminal referral 

3 involving Madison Guaranty Savings & Loan or 

4 Whitewater. 

A Well, 1 didn’t say I read about it in the 

6 paper that day. 1 knew the subject matter had been 

7 in The Washington Post. That’s all I’m saying. I 

8 don’t know when I first learned about the Clintons’ 

9 involvement. That could have been March, April, 

10 June, July. I don’t know. 

*1 Q Yes, I understand, sir. And the 

12 distinction I’m making, though, is a technical one 

13 between the Whitewater matter generally and the fact 

14 of an RTC criminal referral which, to my knowledge, 

15 had not been in the newspapers at that time. And so 

16 you can understand my confusion is how Mr. Gray would 

17 have known to call you about an RTC criminal referral 

18 that, to the best of my knowledge, in the record 

19 that’s been developed by this committee, had not been 

20 in the press at that time. 

21 A I wouldn’t have any knowledge as to how he 

22 knew about that subject. 
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Q Are you certain, sir, that when he called 
he was asking about a criminal referral? 

A No, no. He just brought up the Clintons 5 
name and, you know, they were involved with an RTC 
matter. 1 don’t recall the term "criminal referral" 
at all. I’m not sure that 1 ever knew it was a 
criminal referral at that time. 

MR. COLE: One moment, Mr. Casey, someone 
has knocked on the door here. 

THE WITNESS: Sure. 

(Discussion off the record.) 

MR. COLE: Mr. Casey? 

THE WITNESS: Yes, sir. 

MR. COLE: I’m sorry for the interruption. 

THE WITNESS: No problem. 

MR. COLE: Can we go back on the record? 

THE WITNESS: Certainly. 

BY MR. COLE: 

Q If I could restate my question, the point 
that I’m struggling with here is whether when 
Mr. Gray first contacted you he was aware that there 
was an RTC matter involving the Clintons? 

18 

A With a criminal referral is something you 
called it. 

Q Or whether the RTC had any involvement in 
this matter at this time. In other words, how did 
Mr. Gray know, if you have any sense, sir, of the — 

A I really wouldn’t have the slightest idea. 

He called me up. 1 don’t think he ever used the term 
"criminal referral." He just referred to an RTC 
matter in which the Clintons were involved. 

Q Bear with me while I take a note if I 
could. 

A Go ahead. Go ahead. 

(Pause.) 

Q And Mr. Casey, was that the last 
communication you had with Mr. Gray on the subject 
when he called you back and said that he didn’t wish 
you to pursue the matter? 

A Yes, sir. 

Q And since that time, up to and including 
the present, have you ever learned as to whether 
anyone else in the White House other than Mr. Gray 
was aware of the RTC matter involving the Clintons in 
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1 1992? 

2 A No, sir. 

3 Q Do you have any knowledge, sir, as to 

4 whether anyone in the RTC at any level provided 

5 information concerning an RTC criminal referral 

6 involving the Clintons to the White House? 

7 A I have no knowledge at all. And I’d be 

8 aghast, absolutely amazed if anyone did because I cut 

9 down communications to newspapers, White House, to 

10 everybody. 

11 Q I believe you stated earlier, Mr. Casey, 

12 that you reported to, and I believe the entity is the 

13 Thrift Deposit or Protection Oversight Board? 

14 A That isn’t quite the name. 1 think it’s 

1 5 the RTC oversight board. 

16 Q And do you recall, sir, whether you 

17 reported this matter involving the Clintons to that 

1 8 board? 

19 A I did not. 

^9 Q Did you discuss with Mr. Roelle reporting 

21 the matter to the oversight board? 

22 A No, sir. 


20 

Q 1 think I only have a couple more 

2 questions, Mr. Casey. 

3 A Perfectly all right. 

4 Q 1 do have, l wish you were here so I could 

5 show you a document, but I have one news article that 

6 I would like to describe and read from to you. And 

7 if you need me to read it more than once, please let 

8 me know and I’ll do so. 

9 I have a copy of an article from The 

10 Washington Times of March 30th, 1994. The headline 

1 1 of the article is "Ex-chiefs of RTC recall no 

12 politics there before ’93." And the second paragraph 

13 of that article — I won’t read the entire article 

14 unless you wish me to do so. 

1 - A Oh, no, go ahead. Do what you want. 

16 Q The second paragraph of the article has a 

17 quote and I’ll read that quote to you. It says "’I 

18 never received a single inquiry from the White House 

19 nor did I seek advice from them,’ said Albert Casey, 

20 who was interim chief executive officer of the RTC 

21 during the Bush Administration. ’It would have been 

22 inappropriate and improper,’ he said." 
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And if you could, Mr. Casey, I’m trying to 
understand how this quotation, if it’s an accurate 
quotation, relates to what you just told us about the 
inquiry you received from Mr. Gray. 

A Well, he called and asked about it. He 
asked if I knew about it. And then he called back 
and said I don’t want anything. That was the end of 
the inquiry. It ended. Without me providing him 
with anything. 

Q I understand so in your mind, sir, then 
that call did not constitute an inquiry? 

A It did not. It was withdrawn before I 
replied. 

Q That’s helpful. Thank you. 

A Sure. 

Q And the final question I would have, 

Mr. Casey, do you have any knowledge of any kind from 
any source as to whether Mr. Gray discussed this 
matter with anyone else other than yourself? 

A I wouldn’t have any knowledge as to that. 

Q And I would ask the same question with 

regard to anyone else in the Bush White House or the 

22 

Bush Presidential campaign prior to the November 1992 
election? 

A No. The answer is simply no. 

MR. COLE: Those are all the questions I 
have. Is there anything you would like to add? If 
there’s any further information that you think we 
need to have a complete record here, please feel free 
to share that with us. 

THE WITNESS: No. I’ll reflect on it and 
if I do I’ll feel free to call you back, but there’s 
nothing that I have at this time except my best 
greetings to Paul Sarbanes. He’s a good man and a 
good friend. 

MR. COLE: I’m sure he’ll appreciate that 
and particularly appreciate it having it on the 
record, but I’ll pass it on to him, sir. 

MR. BARTOLOMUCCI: Before we sign off, I’d 
like to ask a couple of follow-up questions. 

THE WITNESS: Sure. 

EXAMINATION 

BY MR. BARTOLOMUCCI: 

Q Regarding your first conversation with C. 
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Boyden Gray and about what you said in that 
conversation. 

A Yes. 

Q Now, do I understand you correctly that you 
had some awareness that Bill Clinton was involved in 
a matter relating to Whitewater Development 
Corporation and Madison Guaranty, that you were aware 
of that matter through press reports? 

A Yes. 

Q Okay. And you knew about that prior to the 
time you had the conversation with Mr. Gray? 

A Yes. 

Q And is it your testimony that that was the 
subject matter of the conversation with Mr. Gray? 

A He called and asked me if I was familiar 
with the RTC matter that involved the Clintons, and I 
said no. 

Q Is it possible that he was referring to the 
fact that Clinton was involved in Madison Guaranty 
and since that was an insolvent thrift, that was in 
the hands of the RTC? 

A It certainly could be, but I honestly don’t 

24 

remember. He just, it was a general inquiry. The 
Clintons and the RTC. 

Q But there was no specific mention made of a 
criminal referral? 

A Oh, no, no, no. 

Q And I take it from that you don’t have any 
knowledge as to whether he was at that time aware of 
the existence of an RTC criminal referral about 
Madison? 

A I wouldn’t have any idea as to that. 

Q Just a couple more questions. How did you 
know Mr. Gray prior to that conversation? 

A Socially. 

Q So you had met him before? 

A Yes. 

Q Did you know what his position was in the 
White House? 

A Yes. 

Q And did you feel that there was anything 
improper about his calling you and making that, you 
know, having that conversation? 

A It really, I’ll have to say no to that 
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initially. As I reflected on it, I wondered about it 
and I felt relieved when he called me back. 

Q When he called you back and said — 

A Forget it. 

Q Forget about it? 

A Yeah. 

Q And that was the end of the matter? 

A Yeah, and I didn’t say -- that conversation 
didn’t take 30 seconds. 

MR. BARTOLOMUCCI: That’s all 1 have. 

MR. COLE: I hate to do this, but that 
raises one follow-up question in my mind. 

THE WITNESS: Doesn’t bother me one bit. 

I’ve got my meter running. I get 215 an hour. I 
paid lawyers 600 million in 1992. So there. 

EXAMINATION 

BY MR. COLE: 

Q Other than the discussions with Mr. Gray 
that we’ve just discussed, were there ever any other 
times that Mr. Gray called you to inquire about RTC 
matters involving — 

A Absolutely not. Is this Mr. Cole? 

26 

Q Yes, sir. 

A Okay. I just wanted to know. 

Q I’m sorry. 

A Never again. No. 

Q So during your entire tenure at the RTC, 
that was the only time you received an inquiry? 

A Yes. I met him several times after the 
phone call. And we never discussed it. 

Q Had anyone else from the White House ever 
called you about an RTC matter involving a failed 
thrift? 

A Not regarding a failed thrift. The 
President and I talked about funding constantly. 

Q Yes, sir. And that’s why I wanted to draw 
that distinction between general funding matters and 
failed institutions. 

A Yes. Well, I hope you all have a nice day. 

MR. COLE: Thank you, sir. As 
Mr. Bartolomucci said earlier, we appreciate you 
making yourself available and we will review this and 
we’ll let you know as to whether or not there’s any 
need for you to come here for a hearing. 
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THE WITNESS: I want to close the record by 
asking Mr. Gingrich to bring me back to Washington. 

MR. COLE: Okay. I’ll leave that one to 
Mr. Bartolomucci. 

MR. BARTOLOMUCCI: Well, he’s on the House 
side and we’re Senate, so it might be tough for us. 

THE WITNESS: I like Washington. And I 
like public service. I went there three times. I 
was your Postmaster. 

MR. COLE: I understood that. 

THE WITNESS: And I still run the drug 
program that Bush put me in. I’m chairman of the 
board for that for seven years. 

MR. COLE: That’s certainly important work. 

THE WITNESS: Thank you all for much. 

MR. BARTOLOMUCCI: Thank you, sir. 

MR. COLE: Thank you very much. 

(Whereupon, at 10:30 a.m., the deposition 
was concluded.) 


ALBERT V. CASEY 


41-381 97-7 
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PROCEEDINGS 

Whereupon, 

STEVEN D. IRONS 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name for the 
record. 

A My name is Steven D. Irons. 


4 


Q Your present business address? 

A 10825 Financial Parkway, Suite 200, Little 
Rock, Arkansas 72211. 

Q And that’s care of the Little Rock office 
of the FBI? 

A Yes, sir. 

Q Your present position? 

A I’m supervisory special agent for the FBI. 
Q Assigned to the Little Rock office? 

A Yes, I am. I’m detailed to assist the 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6777 


5 

Independent Counsel in Little Rock. 

Q Mr. Irons, this deposition today is being 
conducted pursuant to Senate Resolution 120. The 
resolution establishes a Special Committee 
administered by the Banking Committee to conduct an 
investigation involving Whitewater Development 
Corporation, Madison Guaranty Savings & Loan 
Association, Capital Management Services, Inc., the 
Arkansas Development Finance Authority and other 
related matters. 

Section 1(b)(2)(c) and (d) of Senate 
Resolution 120 authorizes an investigation and public 
hearings into whether the Department of Justice has 
improperly handled RTC criminal referrals relating to 
Madison Guaranty Savings & Loan Association or 
Whitewater Development Corporation and also whether 
or not the RTC employees have been improperly 
prevented, restrained or deterred in conducting 
investigations or making enforcement recommendations 
relating to Madison Guaranty Savings & Loan 
Association or Whitewater Development Corporation. 
This will be the focus of today's 

6 

deposition. You were requested to testify a number 
of weeks ago, and it’s our understanding that through 
some discussions with the Independent Counsel’s 
office, there was an agreement for you to testify 
today and a letter was sent to the Committee 
outlining the areas in which there’s some agreement 
as to what you would testify; correct? 

A That’s my understanding also. 

Q You’re here pursuant to that agreement and 
understanding; correct? 

A Yes. 

Q This deposition is in advance of a public 
hearing which will occur in November. It is possible 
you may testify at that hearing. We will be asking 
you a series of questions. You are obviously 
testifying under oath. If you do not understand a 
question, let us know and we will rephrase the 
question. 

The stenographer will prepare a record of 
questions and answers. The deposition will be 
treated as Committee confidential until the 
commencement of the hearings. Prior to the hearings, 
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you will receive a letter from the Committee telling 
you you may come to the Senate to review the 
transcript of your deposition and make note of any 
corrections for transcription on an errata sheet. 

If you are called to testify at public 
hearing, you will be permitted to have a copy of your 
deposition transcript four days in advance of your 
testimony. You may be represented by counsel. 1 
note today that you -- that Mr. Bates from the 
Independent Counsel’s office is here, Mr. Bittman is 
here, Independent Counsel’s office. Mr. Sgro is here 
from the Department of Justice on behalf of the 
Department of Justice. 

MR. SGRO: And Andrea Simonton is here from 

the FBI. 

THE WITNESS: Can I ask a question? 

BY MR. GICALE: 

Q Yes. 

A You said I have an opportunity to come up 
and review this for errata. I’m not assigned here. 

I would like the representatives from the Office of 
Independent Counsel to be able to review that for me 
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in my absence. 

MR. BEN-VEN1STE: Actually, we could 
probably accommodate you by sending you a copy 
directly. 

THE WITNESS: That would be great. 

MR. GICALE: l believe we could make some 
arrangements to do that. 

MR. BEN-VENISTE: Since it is anticipated 
that if you were to testify, it would be two weeks 
from now, we would probably be able to get you the 
transcript by Friday of next week. 

MR. GICALE: 1 would think so. I would 
think so. 

BY MR. GICALE: 

Q Objections to the form of questions will be 
noted for the record today. Counsel may object on 
grounds of privilege or relevance. The Committee 
chairman may rule on objections where the witness 
refuses to answer a question. And of course, as 1 
stated earlier, you are here pursuant to an agreement 
and understanding worked out between the Independent 
Counsel’s office and the Committee’s Majority and 
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Minority staff. 

A I understand that there is an agreement, 
and 1 believe 1 generally understand what it is but 
of course 1 will defer to these guys that drafted the 
agreement to interject if they think it’s necessary. 

Q I understand. Do you have any other 
questions at this point? 

A No. 

Q Now, are you aware of the Committee’s 
document request to the Department of Justice with 
respect to documents related to this matter? 

A I’m aware that document requests have been 
made. 

Q And have you searched for responsive 
documents, notes, reports and memoranda pursuant to 
that request? 

A I don’t believe I have because everything I 
have is part of the pending investigation. 

Q Well, to the best of your knowledge, 
responsive documents that have been requested, have 
they been produced to the Committee? 

MS. SIMONTON: Excuse me a minute. In all 

10 

of our correspondence, we have made clear that the 
FBI did not search or cause any of the persons 
detailed to the staff of the Independent Counsel’s 
office to search for responsive documents. 

Therefore, although the Little Rock office was in 
effect searched for what still remained in the FBI 
Little Rock office, no person detailed to the staff 
of the Independent Counsel’s office was requested to 
search for documents, nor were any documents that 
were in the possession of the Independent Counsel or 
persons detailed to his staff produced or described 
by the FBI to the department or to this Committee. 

MR. GICALE: So the records we have are 
just ~ to clarify that, and I believe this has been 
stated at some earlier point in time records that the 
Department of Justice had on its own prior to the 
Independent Counsel taking over? 

MS. SIMONTON: I’m sorry. I didn’t 
understand that. 

MR. GICALE: These are — the records that 
we received, then, are records that the Department of 
Justice had that were not in the possession of the - 
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strike that. 

Mr. Sgro, the records we have are records 
that were in the possession of Department of 
Justice. 

MR. SGRO: Prior to the announcement of the 
Attorney General on January 12 that an independent — 
regulatory Independent Counsel would be appointed in 
this matter. 

MS. SIMONTON: Except for if those records 
were subsequently turned over to the Office of 
Independent Counsel and therefore — 

MR. SGRO: In their entirety. 

MS. SIMONTON: Or the FBI had records in 
its possession prior to the appointment of the 
Independent Counsel that subsequent to the 
appointment of the Independent Counsel were turned 
over, either partially or entirely. 

There may be notes. There may be - there 
are notes. There are official files. Those were not 
produced because they’re currently in the custody of 
the Independent Counsel. Anything that we have now 

that we had prior to the appointment of the 

12 

Independent Counsel we searched for. 

MR. BEN VENISTE: Did that answer your 
question? Prior to the appointment of the 
Independent Counsel by our letter request, because 
now because of the interesting machinations of this 
Committee, have been reduced to a subpoena have been 
produced. 

MR. BATES: I don’t know what subpoena 
you’re referring to. There is no subpoena to the 
Office of the Independent Counsel for any records the 
Independent Counsel’s office has, which would include 
any records of Mr. Irons’s that are part of that 
investigation and in those files. Your subpoena and 
document requests have been to the Department of 
Justice and the FBI for any documents they have, and 
Mr. Sgro and Ms. Simonton can speak to that and I 
believe they have. 

Mr. Irons has not searched Independent 
Counsel files for any documents because that’s 
neither his responsibility nor is there a document 
request to the Independent Counsel beyond an informal 
discussion that I have had with representatives of 
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the Committee that is ongoing as to one small 
category of documents that Mr. Irons again does not 
have a personal responsibility for dealing with. 

MR. BEN-VENISTE: So in directing the 
question to the Department of Justice and the FBI 
representatives, is it the case that all of the 
documents to your knowledge that were once in the 
possession of the Department of Justice but are no 
longer in the department’s possession because they 
have been at some point transmitted to Independent 
Counsel? Covering the time period and the subject 
matter reflected in our original document request, 
which has been supplemented by a subpoena, referring 
to those documents, can you say that they have all 
been turned over? 

MR. SGRO: The documents in the possession 
of the Department of Justice for the period up until 
January 12, 1994, anything currently in the 
possession of the Department of Justice has been 
searched, and responsive documents have been produced 
pursuant to the caveat that the Independent Counsel 

had reviewed them and permitted us or suggested that 
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we do in fact produce those documents. 

MS. SIMONTON: Just to clarify, I know, for 
example, that the Little Rock office, and we’ve made 
this clear in conversation, the Little Rock office 

had an official FBI file on Madison Guaranty prior to 
the appointment of the Independent Counsel. It’s an 
FBI file. That file was turned over to the 
Independent Counsel. We have not produced documents 
from that file because it’s not in our custody; it’s 
in the Independent Counsel’s custody. And 1 know 
that’s been made clear in various memos we’ve sent to 
the department, and I believe the department -- my 
recollection is the department sent a letter to this 
Committee during the first production that said — 

MR. SGRO: In fact, in response to the 
subpoena that you received yesterday, that was 
included in the subpoena, in our response to the 
subpoena. 

MR. BEN-VENISTE: The letter was. 

MR. SGRO: Yes. 

MR. BEN-VENISTE: But the documents were 


not? 
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MR. SGRO: No, the reference to the fact 
that documents from the Little Rock FBI that now are 
in the custody and control of Independent Counsel 
were not produced. 

MR. BEN-VEN1STE: So it’s clear that to the 
best knowledge of the lawyers here present, there are 
documents relevant to the subject matter of our 
inquiry which have not yet been produced? 

MR. SGRO: They are not in the custody of 
the Department of Justice or in the custody of the 
FBI. 

MS. SIMONTON: The Independent Counsel has 
custody of documents that have not been produced. 

MR. BEN-VENISTE: And they have not been 
returned to you for production? 

MS. SIMONTON: That’s correct. 

MR. SGRO: I cannot speak to whether they 
are responsive or not because I don’t know what the 
documents are. 

MS. SIMONTON: Well, based upon our indices 
search and the fact that there is an entire file 

relating to Madison Guaranty, at least one, I think 

16 

it’s clear that if those files had not been turned 
over to the Independent Counsel and if they had 
remained in the custody of the department, then they 
would be responsive. 

I mean, when you say "responsive,” I’m 
talking about within the — in scope as opposed to 
obviously if the subpoena is directed to me and 1 
don’t have it, then I can’t say that there are 
responsive documents that haven’t been turned over. 

MR. BEN-VENISTE: Right. 

MS. SIMONTON: But if you’re talking about 
the scope of what you asked for, does the Independent 
Counsel have documents, then the answer to that is 
yes. 

MR. BEN-VENISTE: Kind of if we asked you 
for your long distance phone records and if you 
didn’t have them at home and they were in the 
possession of the phone company, you’re not saying 
that you’ve gone out and asked the phone company for 
them? 

MS. SIMONTON: Exactly. That is an 
incredibly good analogy, except for the fact that in 
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our response to the subpoena, we pointed that out and 
we said the Independent Counsel objects to turning 
them back to us. 

MR. BEN-VENISTE: I understand that that’s 
one piece of unfinished business that the Committee 
will need to deal with. Go ahead. 

MR. BATES: That I will add has nothing to 
do with Mr. Irons being here today and if we could 
get on with Mr. Irons’s deposition, it would probably 
get us through the day faster. 

MR. BEN-VENISTE: Hopefully because of what 
has been discussed here, Mr. Irons is not deprived of 
and we are not deprived of information that might 
bear on his testimony. We will see whether that’s 
the case as we go through. 

BY MR. GICALE: 

Q Now, other than representatives of the 
Independent Counsel s office, did you speak to anyone 
other than those counsel prior to your deposition 
today with respect to the substance of your testimony 
today? 

A Well, I conferred with Andrea Simonton, who 

18 

is present here today, and the inspector in charge of 
the investigation generally concerning possible 
topics of testimony. 

Q Anyone else other than that? 

A My wife knows I’m coming here. 

Q Mr. Irons, when did you first hear of an 
RTC criminal referral relating to Madison Guaranty or 
Whitewater Development Corporation in 1992? 

A I first heard that the RTC was conducting 
investigation to determine whether a criminal 
referral would be sent in late March or early April 
of 1992. 

Q And how did you hear about that? 

A I don’t recall how I heard about it first, 
but I know that my early contacts regarding that 
included a telephone conversation with Jean Lewis of 
the RTC. She is an investigator for the RTC. And I 
learned either prior to her visit to the Little Rock 
office of the FBI or upon her visit to Little Rock 
FBI or shortly after her visit that she was 
interested in examining Madison Guaranty Savings & 

Loan. 
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Q Did she tell you what had prompted her 
interest in examining Madison Guaranty? 

A She advised me that her superiors had 
redirected her to examine Madison Guaranty Savings & 
Loan. 

Q Now, other than her telling you that, did 
you ~ did she ask for any assistance from your 
office at that point with respect to this 
examination? 

A When she visited our office, it was to 
confer with an agent who had worked a previous 
investigation of Madison Guaranty Savings & Loan that 
had resulted in the indictment and trial of Jim 
McDougal and some other subjects, and she wanted to 
confer with that agent, 1 believe for his thoughts or 
guidance as to background, before she began her RTC 
investigation. 

Q Who was that agent? 

A Gary Aaron. 

Q How do you spell that? 

A A-a-r-o-n. 

Q So did she discuss this matter with 

20 

Mr. Aaron? 

A He has told me that she did. 

Q You weren’t present for that? 

A I wasn’t present. She has also told me 
that she did. 

Q Now, to go back to the earlier prosecution 
of Mr. McDougal and Madison, were you involved in 
that at all? 

A No, no, 1 wasn’t. The indictment occurred 
prior to my arrival in Little Rock, and I believe the 
trial actually concluded before my arrival. If not, 
the trial was ongoing when I was moving in. 

Q So Mr. Aaron would be the person most 
familiar — was the agent most familiar with the 
facts of that indictment? 

A That’s right. 

Q Now, did you have any further involvement 
with Ms. Lewis or this referral at this point in time 
after that? 

A In March or April or after that? 

Q Well, in March or April. 

A I may have had a conversation with 
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Ms. Lewis when she asked me if I knew whether the 
records for Madison were stored in a warehouse in the 
Little Rock area, and because I remember some 
conversation about the records being stored there and 
that she intended to go there and review records, I 
think that was the next conversation I had with her. 

Q What is the next contact you had with 
respect to her investigation? 

A With her? 

Q With her or with anything the FBI did with 
respect to this. 

A So I understand, are you asking me contacts 
with the RTC, Jean Lewis or people at the RTC, or — 

Q Well, what is the next thing that, either 
conversation you had with respect to her 
investigation of this referral or her or any 
representative of the RTC or with your supervisors or 
any internal investigation that you proceeded to do 
at this point. 

A I did not conduct any internal 
investigation. I believe that — and 1 can’t be 
certain of the order of these conversations. It’s a 

22 

memory I have right now of things that happened in 
this general time frame. But I believe I had 
contacted RTC and asked if it looked like a referral 
might come out of what they were doing, and I was 
told that there might be one. 

Q Now, did you inform your superiors at that 
point in time that this might occur? 

A I’m not sure if 1 did or not. 

Q Now, this would have been March or April; 
correct? 

A This would have been April, probably, first 
part of April. 

Q Do you know who the person you contacted 
was? 

A Clark Walton. 

Q At RTC, Clark Walton? 

A Yes. 

Q Then what is the next thing you recall 
occurring with respect to this referral? 

A I’m sorry? 

Q Perhaps to speed this up, did anything 

happen between that period of time and August of 
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1992? 

A There may have been because of normal 
contacts you’d have — that 1 would have as a 
supervisor with RTC or RTC being around the office 
asking about other investigations we were conducting 
that results from the referrals that I could have 
talked with, but 1 don’t have any recollection right 
now of anything that stands out in my mind, other 
than I was aware they were looking at Madison and 
that it seemed possible a referral might be made. 

Q When you say "they," would it be someone in 
addition to Ms. Lewis at that point in time? 

A The people I talked to were Jean Lewis and 
Clark Walton, and at that time those were the only 
people from RTC 1 had spoken to about this, that I 
recall. 

Q Did there come a point in time in August of 
’92 when you obtained some further details with 
respect to the investigation of this potential 
referral from Ms. Lewis? 

A Yes, I believe it was in August that the 
Little Rock FBI office, and 1 believe all the other 

24 

FBI offices received a communication from our 
headquarters that dealt with projecting manpower 
burned in the area of FIRREA cases, bank fraud cases, 
and as a result of that, in trying to determine what 
our projected manpower would be in failure cases, I 
contacted Jean Lewis of the RTC, may have been August 
26, and asked her if she thought a referral would be 
made likely on Madison. 

Q What did she tell you? 

A She said there would be one made, would be 
made very shortly. She may have said — actually, I 
think she told me by the 31st of August is what she 
was shooting for. 

Q Did she describe the nature of the 
allegations that would be included in this upcoming 
referral? 

A 1 can’t recall if she described the 
nature. She described for me some of people that 
would be mentioned as suspects or witnesses. 

Q And could you give us the names of those 
people who were mentioned as suspects or witnesses? 

A 1 believe Jim McDougal, Susan McDougal and 
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Jim Guy Tucker, Bill and Hilary Clinton, and I’m not 
sure without referring to something what else she 
said then. 

Q Now, as a result of your conversation with 
her, did you — 

MR. BEN-VENISTE: Excuse me. Is there 
something that you had in mind that you might want to 
refer to? 

THE WITNESS: She may have named other 

people. 

MR. BEN-VENISTE: When you say "without 
referring to something," you couldn’t give any more 
names right now, is there something that would help 
your recollection? 

THE WITNESS: Well, I believe as a result 
of the communication I got from our headquarters, I 
prepared a response. 

MR. GICALE: I’m about to get to that. 

THE WITNESS: In the response I believe I 
may have named more or different people. I’m not 
sure. 

BY MR. GICALE: 

26 

Q I’m going to show you what’s marked for 
identification as FBI Bates number 00001529 through 
1533. This is an Airtel or what’s marked as an 
Airtel dated August 26, 1992 to the director of the 
FBI from the SAC Little Rock. 

(Witness reviewed the document.) 

A I’ve reviewed that part of the document 
that I believe responds to your questioning. 

Q Now, did you assist in preparing this, or 
in fact, did you prepare this? 

A I prepared this. These are my initials as 
the person who prepared it at the bottom and also the 
person that typed it. 

Q And you prepared this as a result of your 
conversation with Jean Lewis and your intention of 
notifying the FBI headquarters about assistance in 
terms -- manpower assistance in terms of upcoming 
cases; correct? 

A Yes. As this document reflects on page I, 
when I reference paragraph, Airtel, this document is 
in response to the questions raised in the document 
identified. And in order to provide as complete a 
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response as possible, it notes on page 2 that a 
contact was made with RTC and the description of that 
contact is contained in there. 

Q Now, does the document refresh your 
recollection with respect to the names of people who 
she identified as targets or witnesses in this 
upcoming referral? 

A Yes, it does. 

Q And as a result of refreshing your 
recollection, are there additional names there that 
you have not previously given to us? 

A 1 believe earlier when 1 listed names, that 
I did not mention Maurice Smith, Steve Smith and 
R.D. Randolph. 

Q Now, did she also describe the type of 
activity that she was concerned with at that 
institution, type of illegal activity? 

A Yes. 

Q What was that? 

A She described nine shell corporations with 
accounts at Madison Guaranty and advised there 
appeared to be check-kiting activity between the 

28 

accounts and that a corporation known as Whitewater 
Development was involved as recipient of some of the 
funds. 

Q Now, after sending this information to the 
director’s office in Washington, what is the next 
thing or what did you do as a result of receiving 
this information after sending this to Washington? 

A Well, at this time 1 can’t say if it would 
have been after the date this went out, which appears 
to be August 27 or August 26, but around that time 
period, I advised the assistant special agent in 
charge, special agent in charge in Little Rock of 
what I had learned about this potential referral, and 
I believe that 1 may have had conversations with 
either the First Assistant United States Attorney in 
the Little Rock United States Attorney’s office or 
the United States Attorney, advising them that we may 
be receiving a referral described as in this 
communication in the near future. 

Q Now, when you talked to the First Assistant 
or U.S. Attorney in Little Rock, did they indicate to 
you that that was the first they had heard of it? 
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A I’m not positive what they indicated. From 
my earlier conversations with Agent Aaron and other 
agents on the squad, I had been told that Jean Lewis 
had also been in contact with Assistant United States 
Attorneys during the time period late March, up and 
to, I would assume, this August 31. They may have 
indicated that they were aware that RTC had been 
looking at this. I’m not sure, but 1 was calling 
them to make sure they were aware that it would be 
coming. 

Q Do you know which assistants from that 
office had been notified by Jean Lewis that she was 
working on these referrals in March and April of 
1992? 

A Well, I’m not certain because I don’t 
recall that Jean Lewis told me, but I believe that it 
would be Sandra cherry and Ken stole, both of whom 
were involved in the prior prosecution of Jim 
McDougal. 

Q I’m showing you what’s marked for 
identification as Bates number 963. It’s a 
memorandum dated August 27, 1992 from Steve Irons to 

30 

the SAC Little Rock. 

(Witness reviewed the document.) 

A I’ve reviewed that. 

Q Does that refresh your recollection as to 
the memorandum that you sent to the SAC Little Rock 
with respect to your — the information you obtained 
from Jean Lewis on the prior date? 

A Does this reflect my recollection about 
this previous document? Is that your question? 

Q Well, about your conversation with Jean 
Lewis on the prior date. 

A There is additional paragraph in here of 
information in this memo that’s not included in the 
Airtel that you just showed me. 

Q And the additional paragraph refers to 
Whitewater Development account receiving 29,000 to 
$30,000 in checks kited from shell accounts; correct? 

A That’s correct. 

Q That was information you received 
subsequent to sending out the Airtel from Washington 
to Jean Lewis? 

A No, I received this on 8-26. I 
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telephonically contacted Jean Lewis — this 
memorandum was typed on the 27th, which was a day 
later, but I received — this is the same information 
1 received on the 26th and then in this previous 
document you showed me a reference a contact with 
Jean Lewis on 8-26. I believe that’s the same 
contact, the contact referenced in the memo and the 
contact referenced on page 2 of the Airtel is the 
same contact. 

Q But for some reason, you added these 
references to Whitewater in this memorandum? 

A That’s correct. 

Q Why is that? 

A Internally 1 wanted to make a record of 
what 1 had discussed with the ASAC and SAC, and for 
previous and for future reference, to be aware that 
this might be an allegation or suspicion that was 
listed in the referral. 

Q Well, what was the significance of 
Whitewater Development Corporation? 

A Well, Whitewater Development Corporation, 
again is explained on page 2 of the Airtel, according 
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to Jean Lewis, was owned 50 percent by James and 
Susan McDougal and 50 percent by Bill and Hilary 
Clinton. 

Q At that point in time. Bill Clinton was 
candidate for President of the United States; 
correct? 

A Correct. 

Q And therefore you thought that this was a 
significant development — significant allegation or 
piece of information that should be — your SAC 
should know about? 

A Correct. 

Q Now, were there any — withdraw that. 

As a result of your discussion with either 
the first assistant or the U.S. Attorney with respect 
to this referral, did you agree to take any action 
with respect to it or just to wait until you received 
the referral to take any further steps? 

A Well, fm sure that until the referral was 
received, there really weren't any steps we could 
take until we saw the specifics of the allegations, 
so I’m sure that I did not intend for the FBI to take 
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1 any action on my squad, and I don’t believe the U.S. 

2 Attorney’s office would have taken any action either. 

3 0 Did you have any conversations with any 

4 officials at FBI headquarters in Washington with 

5 respect to the anticipation of this referral and the 

6 significance of references to Whitewater Development 

7 Corporation? 

8 A I didn’t have any conversations with 

9 anybody at headquarters at that time. 

10 Q Do you know whether Mr. Pettus was the SAC 

1 1 at that time? 

12 A That’s correct. 

13 Q Do you know whether or not he did? 

A I am now of the understanding that he did 

15 not at that time. I didn’t know at the time this 

16 memo was prepared if he did or not. I became 

17 aware - as events progressed in the handling of the 

18 referral, 1 became aware of when he did have a 

19 conversation with headquarters. I don’t know if that 

20 was his first conversation. I believe it was, but 

21 you could ask him. 

22 Q When did you find out that he did have a 
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conversation with headquarters? 

A I don’t know when his first conversation 
was. 1 know he had a conversation, I believe on 
October 9, and I believe it’s possible he could have 
had a conversation on October 6, but I’m not sure if 
the 6th was the first conversation he had. I believe 
it was. I m not sure if there were conversations 
between the 6th and the 9th. 

Q Did you participate in those conversations, 
October 6 and October 9? 

A The conversation that I’m aware of on 
October 9, I sat in Mr. Pettus’s office while he 
spoke on the telephone to headquarters. It was not a 
speakerphone so I only heard his side of the 
conversation. 

Q Who did he say that he was speaking to? 

A Larry Potts. 

Q And the October 6 conversation? 

A I don t know. October 6 I believe is — 
October 6 I know, based on my recollection, is the 
date I received a telephone call from headquarters 
and 1 would have relayed that information to my ASAC 
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or SAC, assuming that he was in town. The reason I 
say he may have had a conversation as early as the 
6th is he may have responded to headquarters on the 
6th. I don’t know if he did or not. 

Q Who did you receive a call from from 
headquarters on the 6th? 

A Supervisory agent from the bank fraud unit, 

Kevin Kendrick. 

Q Now, with respect to this referral, were 
you — you prepared the Airtel and that memorandum, 
and I notice for instance the memorandum went 
directly to the SAC. Was there someone — were you 
answering directly to the SAC at that point or did 
everything you have at that point go through the 
ASAC? 

A Well, all memorandum — with few 
exceptions, memoranda to a file in the FBI are 
addressed to the SAC field division. Since he is in 
overall charge of the field division, that doesn’t 
mean that I did not consult with the ASAC. 

Q That was Mr. Whitehead? 

A , Don Whitehead. 
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Q Did you consult with Mr. Whitehead with 
respect to this matter in August or September? 

A I believe I did. 

Q Do you know whether or not he had any 
conversations with people in Washington at the FBI? 

A I don’t know. I don’t know of any 
conversations. From conversations I’ve had with him, 

1 don’t believe he had conversations before October 6 
either, but I’m not sure. 

Q Now, other than the Airtel on August 26, 

1992, do you know of any other communication that 
your office in Little Rock had with FBI headquarters 
in Washington between August 26, 1992 and October 6, 
1992? 

A I’m not aware of any. 

Q Now, on September 1, 1992, your office 
received a copy of the criminal referral; correct? 

A I thought it was the 2nd, but it very well 
could have been the 1st. 

Q I’m going to show you a document marked for 
identification as document 2286 through 2287. Can 
you identify that document? There is a written date 
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up in the upper right-hand corner, dated 10-9-92. 

(Witness reviewed the document.) 

A 1 have reviewed the document. 

Q Would that be a document prepared by your 
office in Little Rock or some kind of internal 
document prepared by FBI headquarters? 

A I believe that this document was prepared 
by Jane Erickson, supervisor at FBI headquarters in 
1993, would be my guess. I can’t be certain. This 
information is very similar in almost all respects to 
a document that 1 believe I may have prepared around 
the time of this date up here, 10-9-92, but there are 
references in here that SSA Steve Irons advised this, 
and SSA Irons advised that. That would not have been 
included in the document when I prepared it. 

Q Now — 

A So I believe someone has taken a 
document — 

MR. BEN-VEN1STE: Did you misspeak? 10-7 
or 10-9-92? 

THE WITNESS: I read this as a 9. 

MR. BEN-VENISTE: It looks like a 7 on 
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mine. Interesting. We got a different document with 
the same numbers. Somebody made the 7 into a 9, is 
what happened. Take a look at this. 

THE WITNESS: Do you want to identify this 
for the record, or should I just - 

MR. BEN-VENISTE: The Bates number, FBI 

2286. 

BY MR. GICALE: 

Q Dated 10-7-92. 

THE WITNESS: This says 10-7-92. 

MR. BEN-VENISTE: Take a look at the one 
you were just looking at and see whether the 7 on the 
original one appears to be changed into a 9. 

MR. PIERSON: I would just correct the 
record. The "original one" is a term you’re using. 
Nobody knows which is an original one. 

MR. BEN-VENISTE: The original one that you 
were looking at that you’ve identified as 10-9-92 
appears to be the same document with the 7 turned 
into a 9. 

(Witness reviewed the document.) 

THE WITNESS: This apparently is not, or 
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there is a difference in the documents with this 
background notation, C-I and C-2. 

MR. BEN-VENISTE: Right. But aside - 
those are markings that we put on it for our own 
internal purposes. But other than that - 

THE WITNESS: The document I was first 
handed that says 10-9-92, I’m not a documents 
examiner, but it appears to me like there is writing 
on here that is overwriting or what appears to me 
it’s a bad copy, someone has tried to fill in what 
the date is. So I don’t know if someone has turned 
the 7 into a 9. I think what may have happened is 
somebody had a bad copy and tried to fill it out on 
the day it was, but 1 have no way of knowing because 
I didn’t write this. 

BY MR. GICALE: 

Q Is it a document that you eventually 
reviewed at some point in time? 

A No, I think I prepared the source document 
that was used to prepare that document. I believe I 
prepared this around October of ’92. 

Q In any event, after having reviewed it, 
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does it refresh your recollection at all as to the 
date that your office received the referrals, whether 
it was 9-1-92 or 9-2-92? If it doesn’t help you, we 
can go on to another document. 

A I’m sorry, since it looks to me like 
somebody else prepared that, even though it may have 
been from something I wrote, they could have gotten 
the date wrong. For some reason I’m thinking 9-2 but 
that could very well be because I received a referral 
on 9-1 late and took some action to do something on 
9-2. I’m just not sure. 

Q In any event, on either 9-1 or 9-2-92, and 
we’ll get to your memorandum of 10-7-92 later, your 
office received a copy of the referral. Did you 
receive copies of the exhibits attached to the 
referral at that point in time? 

A No. 

Q What, if anything, did you do with the 
referral that you received? And I’m going to show 
you what’s marked for identification as 6695 through 
6714. 


(Witness reviewed the document.) 
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A I’ve reviewed the document. I believe you 
asked me what I did with it. 

Q Well, does that look like the copy of the 
referral you received in September of 1992? 

A Yes, I believe this is the referral. This 
is a bad copy, but that’s the referral. 

Q What did you do with it? 

A I read it, I advised the ASAC and/or the 
SAC about it, and starting with this document and 
continuing on for some time, I maintained this when I 
was not using it in my office safe, and I am sure I 
also would have made contact with the United States 
Attorney’s office to see if they received their copy 
also. 

Q How soon after you received it did you have 
contact with the U.S. Attorney’s office to see 
whether or not they had received it? 

A I’m not certain of the exact date, but I 
suspect -- I believe it probably was the same date. 

Q And did you confirm that they indeed had 
received a copy of this referral? 

A Whichever date it was I talked to them, I 
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believe I did confirm that they received a copy of 
the referral. 

Q Did they indicate to you whether or not 
they had received the exhibits that were - that went 
along with that referral? 

A I’m not sure they did, and I’m not sure 
that I was aware at that time that there were 
exhibits with the referral. 

Q At this point, did you send a copy of this 
referral to FBI headquarters in Washington? 

A No. 

Q Did you discuss possibly doing that with 
either the ASAC or SAC? 

A Yes. 

Q And who did you discuss it with? 

A I believe probably both, but for guidance 
and a decision I looked to Mr. Pettus, the SAC. 

Q And did you suggest that it should be sent 
to headquarters or what was the — how did the 
discussion go? 

A I’m not sure exactly how it went. I think 
I would have, with the SAC I would have asked — I 
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think I asked if he wanted me to prepare something. 

Q What did he tell you? 

A 1 don’t remember his exact response, but 
the general response had to have been negative 
because I did not prepare anything. 

Q Did you have any further discussion of 
whether or not Washington FBI should be notified of 
it at that point, with Mr. Pettus or the ASAC, 

Mr. Whitehead? 

A Yes, I spoke with Mr. Whitehead. 

Q What was the discussion? What did you say 
to him and what did he say to you about whether or 
not it should be forwarded? 

A I advised him that this referral was there, 
and I think — I don’t know if it was before or 
after, but I told him the SAC’s decision was that we 
not notify headquarters. 

Q What was his response? 

A His response was that it was the SAC’s 
decision to make. 

Q Did he express an opinion about whether or 
not this document should have gone to headquarters at 
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that point? 

A Well, this — as I alluded to earlier, from 
the date of this receipt and even when we became 
aware that it was coming, there had been discussions 
between myself and the ASAC and the SAC that this 
would be treated with strict secrecy and on a 
need-to-know basis, and because of that and because I 
knew the SAC was free to make whatever communications 
to headquarters he wanted without my assistance, and 
acceding to his views on the secrecy needs, I didn’t 
raise the topic again with the SAC. 

0 But when you discussed strict secrecy, 
need-to-know basis, that included not giving a copy 
to the FBI headquarters in Washington? 

A Well, it wasn’t that we felt like we 
couldn’t give it to headquarters in Washington, I 
don’t think, but we had not yet had a — I think at 
the time of that discussion, that may have occurred 
before we were able to sit down, FBI management, and 
meet with the United States Attorney’s office 
management. And from previous conversations, they 
had requested that we not take any action until we 
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1 had joint consultation on how to approach this 

2 referral. 

3 Q Who had requested that? 

4 A Chuck Banks. 

5 Q When you say "previous conversations," 

6 occurring when, before receiving the referral or just 

7 after? 

8 A Could have been either or both, but it’s my 

9 understanding from conversations with Mack Dodson 

10 and/or Chuck Banks that because of the fact that Bill 

1 1 and Hilary Clinton were mentioned in this referral 

12 and because of the timing in relation to the 

13 election, that we should carefully examine the 

14 contents of the referral and judiciously decide what 

15 steps should be taken. 

16 And as of the time you’re asking me about 

17 the conversation with Mr. Pettus about whether to 

18 notify headquarters, 1 don’t believe that the meeting 

19 had occurred, and the fact that we did not have a 

20 prosecutive opinion to relate to headquarters and had 

21 not gotten the U.S. Attorney’s office’s views may 

22 have entered into his decision, but you’ll have to 
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1 ask him. 

2 Q Did Banks or someone from his office 

3 indicate that they wanted you to defer doing anything 

4 on this until you all had a chance to sit down and 

5 talk about it? Is that the case? 

6 A I don’t know the exact wording, but I 

7 believe the expression that Chuck Banks used was not 

8 going off half-cocked, not doing anything precipitous 

9 that would result in unfair publicity. In a case of 

10 this type, one of the first steps that you take is to 

1 1 issue a grand jury subpoena to the RTC or to other 

12 entities for records which would tend to make this 

13 somewhat in a public domain. 

14 Q And you discussed at that early juncture 

15 whether or not that step should be taken? 

16 A I don’t know if we discussed that. I 

17 certainly was aware of that, and certainly I knew 

18 that there was very little action that we could take 

19 other than reviewing this referral until we got a 

20 prosecutive opinion and had subpoenas issued. 

21 Q So was it fair to say at that point in 

22 time, the U.S. Attorney indicated that to get a grand 
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jury subpoena, you would have had to have the 
cooperation of the U.S. Attorney; correct? 

A Chuck Banks wanted no action taken until we 
had a chance to jointly meet, management of FBI and 
United States Attorney’s office, to discuss what 
action should be taken. 

Q Did "no action taken" -- 

A By "action," I mean — I don’t mean review 
of this, I don’t mean internal suggestions, strategy 
meetings at the FBI. I’m talking about overt 
interviews, anything that would tend to disclose the 
fact that this referral existed. 

Q But did the no-action include not sending a 
copy of this referral or information about it to 
headquarters in Washington? 

A I’m not aware of any reference check points 
ever made to what we would tell Washington. 

Q So you put it in your safe and basically 
you were awaiting an opportunity to meet with the 
U.S. Attorney’s office and discuss the next step, is 
that it? 

A That’s it. 
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Q How soon after you received the referral 
did you meet with the U.S. Attorney or talk with them 
by phone? 

A Well, I may have — I don’t know if I 
talked with them by phone about this referral in 
between the 1st or 2nd of September and the date of 
the management meeting, but it’s my recollection as 1 
sit here now that on September 23, there was a 
meeting between Chuck Banks, Mack Dodson, the SAC, I 
don’t know if the ASAC was there or not, and the 
other supervisors in Little Rock and this was 
discussed. 

Q You were present? 

A I was present, yes. 

Q Which other supervisors? 

A It would have been, I believe, Larry Deaton 
and Don Kidd. 

Q Was there anyone else that was present, 
like a documents examiner or some sort or some 
analyst of some sort? 

A 1 don’t recall an analyst being present. 

Q Do you know why it took almost three weeks 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6799 


49 

to have this meeting with Mr. Banks? 

A Today I can’t tell you why it took three 
weeks. It could have been that either Mr. Banks or 
Mr. Pettus had travel schedules that conflicted with 
them both being available until the 23rd. 

Q But in any event, pursuant to Mr. Banks’s 
instructions, you agreed not to do anything further 
until you had this meeting, which did not occur until 
September 23, 1992? 

A That’s correct. 

MR. BEN-VENISTE: Object to the form of the 
question insofar as "anything further" means anything 
other than what Agent Irons has previously described 
it to be. 

THE WITNESS: Now 1 can’t remember what you 

said. 

MR. GICALE: Why don’t you read it back. 

(The reporter read the record as requested.) 

THE WITNESS: That is correct. I would 
have relayed those instructions if I got them 
personally to the SAC. He may have gotten them in 
addition to me or he may have gotten them and relayed 
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them to me. I’m not sure as I sit here, but the SAC 
was in agreement with that course of action also, so 
we did not take overt investigative action prior to 
the meeting of, I believe, September 23. 

BY MR. GICALE: 

Q Now, was a copy of this referral given to 
the agent who you earlier identified that had been 
involved with the previous prosecution of 
Mr. McDougal? 

A No. 

Q Was there a reason for that? 

A Well, we were not conducting an 
investigation at that time. The case wasn’t opened, 
and the case had not been assigned to an agent. 

Q So basically, the only people that knew 
about it at that point in time would have been 
yourself, the ASAC and the SAC? 

A Actually, I don’t think that’s right. When 
I received the referral, I was reviewing it in my 
office, and 1 had two agents, one Gary Aaron, who I 
mentioned earlier as being the case agent on the 
previous case, and another agent come to my office 
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and advise me that they had heard that the U.S. 

Attorney’s office had received a referral and were 
wondering if I had also received the referral, and I 
told them that 1 did have the referral and that they 
should not be concerned about it, and I asked them to 
maintain the confidentiality of the fact that we had 
received the referral. 

Q Who was the other agent? 

A Ron Wolfe, W-o-l-f-e. 

Q Did they tell you how they knew that the 
U.S. Attorney’s office had the referral? 

A I’m not sure if they told me who they heard 
it from, but it was my understanding they heard it 
from an Assistant United States Attorney at the U.S. 
Attorney’s office. 

Q Do you know who that Assistant U.S. 

Attorney was? 

A I don’t know for sure. 

Q Now, when you met with Mr. Banks on 
September 23, 1992, who from his office was present 
besides Mr. Dodson? Was it just he and Mr. Dodson? 

A Those are the only ones I recall. 
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Q What was discussed at that point in time? 

A The general nature of the referral was 
discussed, the fact that it named prominent 
individuals as either suspects or witnesses; in 
particular, the concern, the note was taken that Bill 
and Hilary Clinton were named. It was noted that a 
presidential election was upcoming and the pros and 
cons of potential courses of action were discussed. 

Q Was there discussion about each of your 
respective agencies notifying ~ your agency 
notifying FBI headquarters in Washington and DOJ, 

U.S. Attorney’s office notifying Department of 
Justice in Washington? 

A I don’t recall that as being part of the 
discussion. It could have been but I don’t recall 
it. 

Q At that point in time, did either your 
office or the U.S. Attorney’s office have a copy of 
exhibits that were part of this referral? 

A Well, I know that the U.S. Attorney’s 
office, because I subsequently saw them, received 
exhibits at the same time they received the referral, 
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1 so that would have been November — I’m sorry, 

2 September 1 or whatever date it was received. This 

3 meeting, my recollection is, was on September 23, so 

4 they would have the exhibits from the time they got 

5 the referral. 

6 You know, it could have been that the U.S. 

7 Attorney’s office made reference to the exhibits and 

8 the fact that they did look through them at that 

9 meeting, but I don’t have a clear recollection of 

10 that today. 

1 1 Q Did they have the exhibits in the meeting 

12 and did they give you an opportunity to review them 

13 prior to having your discussions at that meeting? 

14 A I don’t recall the meeting being - 1 don’t 

15 recall the exhibits being examined or present at the 

16 meeting. 

17 Q How long was the meeting? 

I 8 A I don’t recall. From the attendees, which 

19 would be Banks, Dodson from U.S. Attorney’s office, 

20 SAC, maybe ASAC and the headquarters. Little Rock 

21 headquarters, FBI supervisors, 1 believe that this 

22 meeting concerned possibly not only this referral but 

1 other matters of mutual interest with our offices, 

2 because we had periodic meetings to discuss cases 

3 that were under investigation by the FBI and being 

4 prosecuted by the U.S. Attorney’s office. 

5 Q At that point in time, did you discuss 

6 specifics with respect to the referral, the specific 

7 allegations and the merits of them? 

8 A I don’t recall the specifics. 1 don’t 

9 recall what we discussed back in 1992 specifically 

10 about this referral, except 1 believe that it was 

I I noted, both by the FBI and by the U.S. Attorney’s 

12 office, that there did not appear to be anything in 

13 the referral that indicated an ongoing crime of a 

14 nature that required immediate action to avoid harm 

15 to somebody’s safety or that would be a bar to a 

16 future investigation. 

17 And let me explain that to give you a 

18 little background on thinking of FBI certainly at 

19 this point. Any time information about public 

20 figures is received, I believe it’s handled very 

21 carefully, and there was a cognizance that this 

22 information was being received during the late months 
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of a presidential investigation. 

MR. BEN-VENISTE: Presidential - 

THE WITNESS: Election, excuse me. 

BY MR. G1CALE: 

Q The buzzer. 

(Laughter.) 

A If it had been the mayor of Little Rock, if 
it had been a representative, the same logic would 
have applied, even though obviously the office of the 
President would be viewed as more sensitive than 
those. 

But at any rate, absent some occurring 
event, and I’m not talking about this case, but I’m 
giving you an example. If you had a case where you 
got information that a bribe was being paid to a 
candidate or politician or something was going to 
occur between the time you received the allegation 
and the date of an election, then you would have to 
seriously consider taking action and doing overt 
investigation because the opportunity to gather good 
evidence in that crime would diminish once it had 
occurred and time had passed. 
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The FBI, because, and just for common sense 
reasons and 1 think to avoid abuse, in any type of 
investigation where it’s a corruption allegation or 
public official is involved, if you can wait until 
after an election occurs that might be affected by 
public disclosure of investigation, then the policy I 
believe or the practice is to wait until after the 
election occurs. 

In this case, based on what we discussed at 
that meeting, there was nothing in this referral that 
suggested that action was necessary in order to not 
diminish our ability to conduct an effective 
investigation later. 

And 1 would point out that I’m sure we 
noted that this institution had failed several years 
previously and there had been a previous prosecution 
which may have constituted some double jeopardy 
problems even for violations that may have existed in 
the facts referenced in this referral, and there was 
no ~ there was a common view that there was going to 
be no — it would be of no detriment to any future 
investigation that might be decided on if action was 
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delayed until after the November 3 election. 

Q Did the U.S. Attorney at that point 
indicate that it was his opinion that the information 
concerning the check-kiting was of possible interest 
at that point? 

A I believe he did. The meetings — if I 
haven’t — without a document, the time tends to run 
together in my mind, but I believe that — I know at 
some point he did tell me that the check-kiting was 
of possible interest. It could have been on that 
date, but I’m not sure. It could have been that 
there was just a decision that there would be nothing 
done until after the November 3 election. 

Q Well, not to quick forward on this, but I’m 
going to show you a document marked for 
identification as document number 985 through 996. 

And the cover sheet, this is a facsimile cover sheet 
to FBI headquarters dated 10-7-92, to the attention 
of Kevin Kendrick from FBI Little Rock. The 
originator’s name is Steven Irons. Are you familiar 
with that document? 

(Witness reviewed the document.) 
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A Yes. I have reviewed this document, and 
I’m familiar with it. 

Q Now, this document was prepared, amongst 
other things, to summarize what occurred at your 
meeting on September 23, 1992, and I’m specifically 
referencing exhibit number 995; correct? 

A This was prepared — yeah, you’re 
referencing - you’re looking at 995. 

Q Right. 

A This was prepared to provide a summary to 
headquarters of Little Rock’s preliminary analysis of 
this referral. 

Q And it references September 23, 1992 
meeting; correct? 

A Let me take a minute to read this part. 

(Witness reviewed the document.) 

Okay, I’ve read this. I’m sorry. Could 
you repeat the question you last asked me? 

MR. GICALE: Can you read the question. 

(The reporter read the record as requested.) 

THE WITNESS: Yes, this does reference the 
meeting. As I stated earlier, it talked about a 
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meeting between the SAC Little Rock and supervisory 
staff with USA, and as 1 believe I already told you, 

Mack Dodson was present also. This cites an opinion 
of the USA, who is Chuck Banks. 

BY MR. GICALE: 

Q That the information concerning the 
check-kite was of possible interest? 

A That’s right. So in answer to your earlier 
question that 1 said I did not know, after reviewing 
this document that I prepared, this refreshes my 
recollection and the U.S. Attorney on that date did 
say he thought the check-kite was of possible 
interest with Lisa Anspaugh as a possible target, 
A-n-s-p-a-u-g-h. 

Q Do you recall whether there was a 
discussion with respect to the diversion of loan 
proceeds of the loan that the McDougals had taken for 
their home? 

A I’ll have to take just a moment to review 
this entire document to see if I’ve referenced that 
in here. 

Q Maybe I can direct your attention to 991. 
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(Witness reviewed the document.) 

A Okay. 1 see here "in addition to the 
alleged check-kiting, the McDougals are alleged to 
have diverted the proceeds of their Madison Guaranty 
Savings & Loan home purchase and improvement loan." 

So that was — this document that 1 
prepared indicates - that’s information we’re 
providing to headquarters. 

Q About the referral? 

A About the referral. I can’t tell from this 
document, and 1 don’t have an independent 
recollection of whether or not this specific item was 
discussed on September 23. 

Q Did the U.S. Attorney indicate at that 
point in time that the correct course of action was 
for him to have legal research conducted on statute 
of limitations in the various applicable bank fraud 
statutes and to complete an in-depth analysis of the 
voluminous exhibits ancillary to the referral? 

A Yes. 

Q Was it also agreed that a complete and 
factual determination of what had transpired in any 
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facet of the referral would take some time? 

A Yes. 

Q Now, what kind of time was discussed? How 
long did you agree it would take or estimate it would 
take to conduct such a review? 

A Well, actually I don’t believe that what 
I’m referring to in this document is a review. 1 
believe that what I’m trying to advise them of in 
this document is that to determine to the 
satisfaction of the FBI and U.S. Attorney’s office 
what had happened in relation to any of the 
allegations or suspicions that were named in the RTC 
referral, an investigation that might take some time 
would have to be conducted. 

And I can tell you that I’m quite sure what 
we’re talking about is that these types of 
investigations, financial investigations of failed 
institutions, take a long time. They can take a - a 
year is not uncommon. 

As I said, one of the first steps is to 
issue subpoenas. Many times the institution which 
has failed, the assets have been divided up and sold 
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off to other institutions, and just obtaining the 
records you need is a chore, because some records are 
now with another bank that’s bought a loan 
portfolio. Other records are in storage. 

And I believe that what I was trying to 
convey in this sentence is that in order to advise or 
form an opinion as far as prosecution, whether 
this -- whether crimes had occurred based on a 
standard that the U.S. Attorney’s office would use 
for an indictment, that a lengthy investigation would 
be required. 

Q So as to be clear, you were not talking 
about a two-week to six-week time period; you were 
thinking about something — you were referring to 
something longer than that; is that correct? 

A If the U.S. Attorney’s office had 
authorized prosecution and we conducted full 
investigation, I would expect that it would take a 
minimum of a year. 

Q Now, you distinguished between a review and 
an investigation, and is that because at some point 
in time, there was some kind of a review that was 
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done in an abbreviated time period with respect to 
this referral? 

A Well, there did come a time when that 
happened. That’s not why 1 drew the distinction 
necessarily. I’m not sure what the language you used 
was, but I wanted to make sure that you didn’t think 
that this teletype was saying that this complete and 
factual determination of what transpired was 
something that we expected to occur over the next 
week or two, because all we could accomplish in the 
next week or month or two would be a review of what 
was in this referral. 

So 1 was just delineating between the 
preliminary review you would do as to the referral, 
which would then give you guidance or you would use 
for guidance as to how to conduct any anticipated 
investigation, separate from the actual 
investigation. 

The answer to the second part of your 
question, yes, there did come a time when the review 
that I was in — there was an in-depth review of this 
referral. 
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Q And you were provided either copies of this 
exhibits or access to the copies that the U.S. 

Attorney’s office had? 

A 1 was provided access to those copies — to 
those exhibits, access was granted at the U.S. 

Attorney’s office, and I — those were being kept and 
maintained in the U.S. Attorney’s office safe also, 
so their security was apparently somewhat internally 
as far as protecting the confidentiality of this was 
similar to what the FBI was doing. 

I went myself and financial analyst 
Gretchen Hall went to the U.S. Attorney’s office to 
review these exhibits. 

Q Now, when you left the meeting on 
September 23, 1992, what was the course of action 
that was agreed upon between your office and the U.S. 
Attorney’s office? 

A Well, the course of action was that the 
U.S. Attorney would have legal research conducted on 
statute of limitations on various applicable bank 
fraud statutes and complete an in-depth analysis of 
the exhibits attached to the referral. 
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Q Was that in-depth analysis to include your 
office or was that going to be independent of your 
own? 


A As 1 read this, the United States Attorney 
wanted those exhibits to conduct the analysis in 
their office. They would be conducting the analysis. 

Q Without your assistance? 

A That’s correct. If they had asked for it, 
we would give it to them. 

Q Right. And was there a timetable agreed 
upon that they would complete their analysis? 

A Not that I recall. 

Q Was there some understanding as to what the 
FBI would do while you were waiting for them to 
complete their analysis? 

A The FBI would do nothing. 

Q And they would notify you — the 
understanding was that they would notify you when 
they had completed their analysis? 

A The ball was in their court. Without a 
positive prosecutive opinion and some guidance, there 
was no action that we could take, per our agreement 
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with them. 

Q How long was the ball in their court? 

A Well - 

Q Well, what’s the next thing that happened? 

A The next significant event that happened 
regarding action taken by the FBI in the referral was 
a telephone call that 1 received from Kevin Kendrick 
on October 6 of 1992. 

Q And what was the nature of that phone 
call? What did Mr. Kendrick say to you and what did 
you say to him? 

A He asked me if we had received a referral 
on — I don’t know if he described it as being on 
Madison or naming Bill and Hilary Clinton, and I 
advised him that we had. 

Q Was that the extent of the conversation? 

A No, actually I believe that 1 first -- I 
believe I was in my car maybe and my secretary beeped 
me and told me that Kevin Kendrick from headquarters 
wanted to talk on me. I didn’t know who he was. 1 
had never spoken to him before. And I — 

Q What was his title, by the way? 
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A Supervisory special agent in the financial 
institution fraud unit at FBI headquarters. 

Kevin Kendrick told me that he had just 
left a meeting with some FBI officials higher than 
himself and some DOJ officials and that they had 
information that the Little Rock office had a, I 
think he may have said dynamite referral, sensitive 
because of the names I mentioned before, Bill and 
Hilary Clinton, and that we were just sitting on it. 

Q Did he tell you who he was in the meeting 
with at the FBI or Department of Justice? 

A He did at the time, but without — you 
know, unless there’s some document that would refresh 
my recollection, I couldn’t say for sure who he 
said. Now, I know what the organizational chart is. 

I think I know who his superiors may have been, but I 
don’t remember — and at that time I was basically a 
pretty new supervisor, was not familiar with the 
names at headquarters and if he told me the names, 
they would have meant little to me. I would have 
just asked him are they higher than you or higher 
than me. And if they were, then I would note that. 
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MR. G1CALE: Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Now, after he indicated to you that he had 
just come from a meeting where some discussion had 
occurred with respect to this referral and there was 
a belief that you were sitting on it or your office 
was sitting on it, how did you respond to him? 

A Well, I can remember that I was very 
unhappy that he would characterize me as sitting on 
anything, and I told him that the United States 
Attorney was fully aware of this and that we were 
acting on the instructions of the United States 
Attorney and that he should tell Department of 
Justice that if they had a problem, that they should 
contact the U.S. Attorney’s office. 

I believe I also told him that my superiors 
in Little Rock were aware of what was going on and 
someone could contact them if they wanted to. 

Q Now, when you said you were acting on 
instructions of the U.S. Attorney in Little Rock, did 
you specify the instructions of the U.S. Attorney in 
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Little Rock? 

A I feel certain I would have characterized 
the instructions as being that he did not want us to 
take any action until he had completed this review 
that had been discussed in the meeting of 
September 23. 

Q Did you have any further conversation with 
Agent Kendrick at that time? 

A Well, I believe there may have been a 
follow-up conversation because it was agreed that 1 
would provide a copy of the referral to headquarters, 
and I believe that fax went out, the entire referral 
went out on the same date, October 6 of ’92. 

Q Now — 

A He also asked for — I believe he asked for 
an analysis at that time, and 1 told him 1 couldn’t 
do one that evening and I would give it to him the 
next day. 

Q Is the analysis what’s contained in the 
document that you earlier referred to — 

A Actually, I’m sorry. I believe 1 may have 
described that — 1 could better describe that rather 
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than analysis, a summary of our review of this in an 
update and explanation of our dealings with the 
United States Attorney’s office. 

Q And that’s the document marked as Bates 
number 985 through 996; correct? 

A No, this is — oh, yes, I’m sorry. There’s 
two numbers on here. Right. 985 through 996. 

Q And that’s the document with the facsimile 
sheet we referenced earlier dated 10-7-92 and 
attached to that is the summary you’re talking about; 
correct? 

A That’s correct. 

Q So this was prepared as a result of your 
conversation with Kendrick on 10-6-92; correct? 

A That’s correct. 

Q Now, you had two conversations with 
Kendrick on 10-6-92; correct? 

A 1 don’t know if there were — if this all 
occurred in one or if we called back and forth a 
couple of times, but 1 think that — 1 may have my 
dates mixed up, but I think that I first spoke to him 
around lunchtime and came back on the 6th of 1992, so 
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I really don’t know if we accomplished everything he 
wanted to cover in one conversation or if it took 
more than one. 

Q In between phone calls to him, did you 
notify your superiors, Mr. Whitehead or Mr. Pettus, 
about this request from Kendrick? 

A I’m certain I notified -- if they were both 
in the office, I’m certain I notified them both very 
quickly. 

Q And what did Mr. Pettus and/or 
Mr. Whitehead say about this request from 
Mr. Kendrick? 

A Told me to cooperate fully. 

Q Was there any discussion at that point as 
to why either of them had not forwarded a copy of the 
referral to headquarters prior to this time? 

A 1 never discussed with Mr. Pettus why he 
did not forward a referral, and 1 don’t believe I 
discussed with Mr. Whitehead then anything about the 
referral, why it hadn’t been done. It was just 
obviously we had a referral that they weren’t aware 
of and they had become aware of it by some means and 
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questioned us, so we were going to give it to them. 

Q Is there anything else that Mr. Kendrick 
said to you with respect to this referral or you said 
to him in any of those conversations that day on the 
6th? 

A I don’t remember anything. 

Q Did you have — 

A I’m sure the conversation was longer than 
you know, you have this referral, you’re sitting on 
it, send me a fax. It seems reasonable to me that 
there could have been some discussion, but l just 
don’t remember what it was. 

Q Do you think there might have been some 
discussion about the details in the referral — 
details of the referral. I’m sorry. 

A There very well could have been, and it 
would have been — it’s very likely that on the 6th, 
that I verbally advised him to the extent I was aware 
of it, of information contained in the teletype of 
the 7th. 

For instance, 1 would have advised him on 
October 6, I believe, of the information on 995, 
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1 which was the U.S. Attorney Office subpoena, going on 

2 to 996, where we talked about the exhibits and the 

3 fact that we had taken no investigative action 

4 pending a prosecutive decision. 

5 I feel certain that I would have told Kevin 

6 Kendrick on October 6 of that information and 

7 probably generally described the referral to him but 

8 probably not in the detail that’s contained in this 

9 teletype. 

10 So this teletype I believe, to the extent 

1 1 it describes the referral, is probably more specific 

12 than my telephone conversation or conversations with 

13 him, and I believe that the last two pages of this 

14 teletype that describe our dealings with the United 

15 States Attorney’s office, 1 believe l provided him 

16 substantially, or ail of that information verbally. 

17 Q Did he express an opinion at that point as 

18 to whether or not your understanding - whether or 

19 not your agency should continue on the course that 

20 you had agreed to with the U.S. Attorney’s office, 

21 and that was wait for the results of their analysis? 

22 A You know, 1 really don’t know, because 1 
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1 didn’t care what his opinion was. My SAC had had a 

2 meeting with the United States Attorney, and it was 

3 my understanding that my SAC wanted me to follow a 

4 particular course of action, and until my SAC told me 

5 otherwise, 1 was not going to change what I was 

6 doing. 

7 Q Now, what is the next significant event 

8 that occurred with respect to this matter? 

9 A The next significant event that I recall at 

10 this moment is that on or about October 9 of 1992, 

1 1 Kevin Kendrick telephoned me to advise me that we 

12 would be receiving a teletype ordering us to conduct 

13 an investigation, and I believe that teletype may 

14 have been arrived on October 9 of 1992. 

15 Q Showing you what’s marked for 

16 identification as Bates number 523 through 525, a 

17 teletype dated October 9, 1992 from director/FBI to 

18 Little Rock FBI. Do you want to take a look at 

19 that? Is this the teletype you’re referring to? 

A Yes, it is. 1 had not — now, the last 

21 page of this teletype, I did not see. We don’t - 

22 what I received was 523 and 524, first two pages. 
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This page 3 is something that 1 don’t — we don’t — 

Q 525, administrative note tickler count? 

A Right. Our teletype in Little Rock didn’t 
have this on there. 

Q But in any event, the first two pages, 
talking about 523 and 524, are the - 

A Yes, they are the teletype that 1 referred 
to before you showed me the document. 

Q Now, that document ordered you to — 

MR. PIERSON: Could I ask you to give him a 
chance to read the document? 

MR. GICALE: Oh, I’m sorry. 

(Witness reviewed the document.) 

THE WITNESS: Okay, Tve reviewed this 
document. 

BY MR. GICALE: 

Q Now again, that’s the document that you 
were referring to, the teletype you received at about 
the same time that Kendrick called you on the 9th; 
correct? 

A Yes, sir. 

Q And it indicated that Little Rock should 

76 

initiate a limited investigation aimed at determining 
extent of violations as alleged in the Resolution 
Trust Corporation criminal referral form dated 
9-1-92; correct? 

A Correct. 

Q Further directed Little Rock, and that’s 
your — Little Rock FBI’s office; correct? 

A That is correct. 

Q -- to obtain it from the U.S. Attorney’s 
office, United States Attorney, and review the 
documents referenced in the criminal referral; 
correct? 

A That’s correct. 

Q And it further indicated that your office 

should not conduct any overt investigation such as 
witness interviews or serving of grand jury subpoenas 
at that time; correct? 

A That’s correct. 

Q And also directed that the documents should 
be afforded appropriate security? 

A That’s correct. 

Q Now, did that document indicate to you that 
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the results of this limited investigation and 
anticipated investigative prosecutive plan should be 
submitted by the close of business on 10-16-92? 

A Yes, it clearly indicates that. 

Q Now, did you — did Kendrick call you first 
or did he call Mr. Pettus? 

A I believe Kendrick called me first. 

Q And did you notify Mr. Pettus right away 
that this teletype was coming in or was in? 

A Yes. If he was in the office 1 notified 
him right away. I notified him - my ASAC or SAC or 
both, as soon as I heard this. Actually, now that 1 
think about this, I know that I had a discussion - I 
recall that I had a discussion with Mr. Pettus about 
this on October 9 of ’92 because there was a 
subsequent phone call which I have earlier mentioned 
in this deposition that occurred on October 9 of ’92 
which related to this teletype. 

Q When you notified SAC Pettus that you had 
received this teletype and you — 

A I’m sorry. I don't mean to be picky, but 
let me just make a correction here. This teletype 
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notes Kevin Kendrick called me on 10-8-92, so I would 
have notified Mr. Pettus or made an attempt to notify 
my superiors on 10-8-92. 

Q So Kendrick told you on the 8th that you 
were going to be receiving this teletype on the 9th? 

A That’s correct. 

Q And so you told Pettus on the 8th that you 
would be receiving this teletype the next day, the 
9th? 

A That’s right, that’s right. 

Q What did you say to Pettus about it and 
what did SAC Pettus say to you about it? 

A I repeated basically what this teletype 
says, and he — I don’t recall exactly what he said, 
but I’m sure that he said well, let me see the 
teletype when we get it. We had a discussion about 
what form we would use in conducting the 
investigation or we were waiting to see how they 
described the investigation they wanted conducted. 

Q I’m sorry, what form? 

A Yes. 

Q What do you mean by "form"? 
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A The United States Attorney’s office had not 
authorized prosecution in this case. We had not 
opened an investigation. And we wanted to wait and 
see what the teletype said exactly, or he did, and 
then evaluate whether or not we could accomplish what 
headquarters was asking for without opening 
officially an FBI case file. 

Q Now, the next day you received the 
teletype; correct? 

A Correct, on the 9th. 

Q The 9th. And 1 assume at that point in 
time, pursuant to Pettus’s statements of the prior 
day, you both reviewed the October 9, 1992 teletype 
and the instructions from headquarters; correct? 

A Correct. 

Q And what did Mr. Pettus say to you then 
about the form of the investigation that would take 
place? 

A We reviewed what I believe had been our 
previous discussions that an FBI case file would not 
be opened at that point and discussed — 

Q Can you hold on for a minute there? When 
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you say a ’’case file would not be opened at that 
point,” was that pursuant to the instruction of 
Mr. Pettus or was that an instruction of Mr. Banks 
that a case file would not be opened? 

A Mr. Pettus. 

Q Okay. Go on, go ahead. 

A I’m sorry. What were we talking about? 

(The reporter read the record as requested.) 

THE WITNESS: We discussed our belief that 
it was still preferable for us not to officially open 
an FBI case file. 

BY MR. G1CALE: 

Q And why was that? 

A 1 had mentioned before the security with 
which we were treating this. The serials were 
maintained in my safe. They were being logged into a 
control file, which is a file for information 
received, this particular file, which is not an 
active and assigned open case file, but it is 
received, logged in as part of FBI fi Ies. And 1 
explained that to you so you understand this is not 
in a desk drawer someplace, it’s in the FBI system, 
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it has a serial number on it but it has not put — is 
not a new — a new FBI case file has not been opened 
that would reflect that an active, overt 
investigation is occurring in this matter. 

Q And again, the significance of that is — 

A The significance is that to do that, there 
is — normally there’s an indices record created 
which if you put names, you put names and title of a 
case file and have references to that, and that would 
then be in our internal records system. A person 
could, as a result of some other investigation or 
some question, access those records and then would 
determine that an open case file existed on this 
institution and on whatever individuals were named as 
subjects. 

Q Normally when you have sensitive files 
like — well, if you have a sensitive file involving 
a sensitive investigation of a political figure or 
any significant case, what would be the normal manner 
of keeping that information confidential, short of 
keeping the file the way you did in this case? 

A Well, short of keeping it in a safe and not 
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opening a case, you could open a case -- I could have 
somebody else put it somewhere, the file, the actual 
hard copy file, other than my safe where nobody would 
see it. 

Q Could you not list, for instance, names and 
give it some kind of a code name or something of that 
sort? 

A I’ve never - with the exception of 
confidential sources, I’ve never seen that done. It 
may be done in the FBI, but I’ve never seen it done. 

MR. GICALE: Off the record. 

(Recess.) 

BY MR. GICALE: 

Q Just before the break you were talking 
about the discussion you were having with Mr. Pettus 
as to how you could comply with the request from 
headquarters to initiate this investigation and how 
you could do that in light of the instructions from 
the U.S. Attorney in terms of what he was prepared to 
do on the case; correct? 

A That’s correct. 

Q And you were I gather trying to reconcile 
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the two positions? 

A It is my understanding from the telephone 
conversation with Kevin Kendrick that we would be 
ordered to open an investigation, which certainly 
could be interpreted as opening an official case 
file. There had been a determination made, that 
Mr. Pettus approved prior to then, that we would not 
open an official FBI case file, and I was reviewing 
for him some of the reasons that we felt that should 
not be done and awaiting the teletype to see what the 
exact instructions were. 

Q And the reasons why you thought it should 
not be done or ~ were the disclosure of information 
to additional people. Is that basically the reason 
why you did not want to open a case file? 

A That would summarize what our reasons 
were. There was additional discussion over concerns 
about — there was a reason why we didn’t want a case 
open. There were other reasons discussed. Let me 
give you two of them. 

Q Give me the reasons why you didn’t want to 
open A case file. 
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A The reasons were security. The other two 
that come to mind are this. If you open an FBI case 
file, and I was not familiar with FBI press policy or 
how you respond to inquiries from the news media, but 
I believe that — I know that during this time, that 
the referral is received and an official file was not 
opened, that ASAC Whitehead explained to me that the 
FBI will not lie to the news media if they ask a 
question. They officially will maybe try to not 
answer the question but that you’re not allowed to 
lie. 

MR. BEN-VENISTE: The record will reflect 
nothing happened here. 

(Laughter.) 

THE WITNESS: If a case had been opened and 
for some reason the media became aware that there was 
a potential that a referral had been made or a case 
had been opened and had contacted the Little Rock FBI 
office and asked if we had a case opened and are 
working a case involving Bill and Hilary Clinton, as 
he explained to me, the FBI policy would require no 
comment. If we had opened a case, we couldn’t say 
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no, because that wouldn’t be entirely true. If we 
had not opened a case, we could say no. 

BY MR. GICALE: 

Q All right. That was the second reason. 

You said there was a third. 

A The third reason is heightened concern over 
the RTC’s sensitivity to our position in this case 
and the need for discretion. 

Q What do you mean by that? 

A That we also wanted to be in a position to 
tell the RTC that we had not opened the case. 

Q Now, any other reasons you discussed at 
that point? 

A Well, there were — there was discussion 
that occurred as to the RTC’s lack of sensitivity. 

Q What was the discussion with respect to 
that? 

A I reviewed with Mr. Pettus that the RTC, 
from my conversations with Jean Lewis, redirected her 
from the investigation of other savings and loans to 
Madison Guaranty Savings & Loan in mid-March of 1992 
as a result of a newspaper article written by a 
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journalist named Jeff Gerth that had spoke about Bill 
and Hilary Clinton, James and Susan McDougal and 
Whitewater. 

I had further advised him in that meeting 
that I had spoken to Jean Lewis’s supervisor, Clark 
Walton, when I was trying to find out if it looked 
like a referral might be coming, or actually it might 
have been a different conversation, but there was an 
occasion in late March or early April of ’92 when 
Clark Walton called me and asked me some names and if 
I knew who they were, and they were prominent names. 

Q What were the names? 

A Jim Guy Tucker, possibly Seth Ward. My 
memory is not certain on that, but possibly Seth 
Ward, and 1 can’t recall if there were other names 
mentioned. And I asked him — I told him when he 
asked me who those people were, I told him to the 
best of my knowledge who they were or who they might 
be affiliated with. 

Q Now, "him" you’re referring to as Walton? 

A Clark Walton. He was Jean Lewis’s 
supervisor. And I later spoke to Walton prior to 
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Q Back up for a second. You told him who 
they were affiliated with; is that what you said? 

A Well, I have some recollection that he 
asked me — he may have asked me who Seth Ward was, 
and if he did and if I knew at the time, I would have 
told him that it was Web Hubbell’s father-in-law. 

And I told him that Jim Guy Tucker was the lieutenant 
governor of the state. I’m not sure about Seth Ward. 

Q Now, you discussed this conversation with 
Pettus, the conversation that you had with Walton 
with Pettus? 

A 1 recounted, yes, the substance of these 
conversations, a series of conversations that 
occurred from March up until that date, with Walton 
and Lewis. 

Q Any other conversation that you recounted? 

MR. BEN-VENISTE: We’re now summarizing 

here? 

THE WITNESS: I think you’re asking me to 
continue. 

MR. BEN-VENISTE: You don’t want to hear 
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the conversations about Lewis, I take it? 

MR. G1CALE: No, no. I said any other 
conversation. 

MR. BEN-VENISTE: He hadn’t finished this 

one. 

THE WITNESS: As I understand, you want me 
to finish talking about what I told Mr. Pettus about 
contacts with RTC. 

BY MR. GICALE: 

Q That’s right. 

A Also between the time of that conversation 
where Walton and I discussed who certain people were 
and prior to my conversation with Jean Lewis on 
August 26 when I asked her when the referral was 
coming, I telephoned him and asked him if it looked 
like a referral on Madison would be generated, and he 
said yes. 

And I tried to determine whether or not it 
would include prominent individuals based on 
indications from his previous phone call with me and 
from the fact that I think by that point, I may have 
been aware — or may not have been aware, I’m not 


6819 


89 

1 sure, that Jean Lewis had run across some things on 

2 Whitewater Development that might have involved the 

3 Clintons. And he indicated to me that the referral 

4 might contain names of prominent persons. 

5 The next conversation was with Jean Lewis 

6 on August 26 of ’92, and I asked her about the 

7 referral, and she said that she had - I asked her 

8 when we would receive the referral to allow me to 

9 respond in the Airtel to headquarters, also dated 

10 August 26 of ’92, and she told me that she had an 

1 1 internal deadline of August 3 1 to get that referral 

12 out. 

And she told me, obviously, the other 

14 things which have been in the two exhibits you’ve 

15 shown me before, that there were shell corporations 

16 involved, that there was potential criminal activity 

1 7 involving Whitewater during a particular time period, 

18 who the owners of Whitewater were, and she told me 

19 that she had passed up on an opportunity to take a 

20 job in another city in order to complete work on that 

21 referral and felt that she might change the course of 

22 history with that referral. 
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1 Q Were there any other conversations that you 

2 related to Mr. Pettus at that point in October? 

3 A I related to him that since the receipt of 

4 the referral, that Jean Lewis had contacted me on 

5 several occasions trying to ascertain the status of 

6 the referral within the FBI and the U.S. Attorney’s 

7 office and that in one of those conversations, she 

8 was apologetic, I believe, and told me that her 

9 superiors were prompting her to ask those questions. 

10 Q Do you know which superiors she was 

1 1 referring to? 

A The one name that I recall is Ken lorio. 

^3 Q Is that the extent of the conversations 

14 that you related to Mr. Pettus? 

15 A I think that was the extent of my 

16 conversations with RTC, and those are the 

17 conversations I had and I believe 1 related all of 

18 those conversations to Mr. Pettus. 

Q Now, what was the purpose of relating them 

20 to him? 

21 A In making the determination that an 

22 official case file would not be opened which would 
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allow us flexibility in our posture to respond to the 
media, one of the considerations that — not that we 
necessarily would have taken that action anyway. One 
of the considerations was the likelihood that an 
inquiry would be received and our assessment of the 
degree and extent of knowledge outside the FBI that 
this referral existed and the level of interest 
outside the FBI. And I related this to Mr. Pettus to 
demonstrate to him what I believed to be a higher 
level of interest in this referral by RTC than in 
previous referrals. 

Q And you believe that that was a factor to 
be considered in terms of whether or not to open up a 
file, a case file? 

A Yes, because apparently since Jean Lewis 
had been redirected to this, considering that there 
was an internal deadline placed upon her by her 
superiors, I gauged the extent of knowledge within 
RTC that this referral existed to be fairly 
widespread, and from her conversations with me, I 
also gauged the level of interest of RTC to be fairly 
high and in assessing a potential for disclosure and 

92 

the likelihood that the FBI would be asked to respond 
as to whether or not an investigation was open, we 
deemed that to be a possibility. 

Q After relating to -- outlining these three 
concerns, did you come to some determination or make 
some recommendation to him — come to some agreement 
with him as to the position you would take in terms 
of openingmp a case file? 

A His position remained that we would not 
open a file, and he -- 

Q Was that your recommendation as well? 

A That was my recommendation. 

Q Now, was that in any way a reflection of 
the validity of the referral or was it just related 
to the — 

A It had no bearing — I don't believe it was 
based on — 

MR. BEN-VENISTE: 1 would object to the use 
of the term "validity" in this context, because I 
don’t know really what that means. 

THE WITNESS: The decision was based on the 
concern over disclosure of the existence of the 
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1 referral and the desire to maintain a posture at 

2 Little Rock FBI that would allow us to deny a press 
J inquiry that asked whether Bill Clinton was under 

4 investigation, and thereby protect reputations and to 

5 not have any influence on the upcoming presidential 

6 election. 

7 BY MR. GICALE: 

8 Q To rephrase the question I asked earlier, 

9 it had nothing to do with whether or not there were 

10 allegations that could substantiate some federal 

1 1 offenses? 

12 A Well, the only way that - as 1 understand 

13 your question, I think the only way 1 can answer that 

14 is to go back to my earlier description of types of 

15 suspected criminal allegations. This was - the 

16 allegations did not allege a current, ongoing 

17 activity that would occur prior to the election that 

18 required immediate action. It alleged activity that 

19 occurred, I guess, about seven years before, six to 

20 seven years before, so there was no reason to have an 

21 investigation open. We did not want to diminish in 

22 any way our ability to investigate the allegations in 

1 the referral after the election. 

2 In other words, delaying action until after 

3 the election we did not feel would decrease any 

4 chance of success in proving any criminal violations 

5 that existed. 

6 Q So you had made no conclusions as to the 

7 substance of the allegations at this point; your 

8 primary concern was security with respect to the 

9 names of people involved; correct? 

10 A Well, "substance” is a broad word. I 

1 1 believe the Little Rock FBI had concluded that 

12 certain conclusions reached in the referral, 

13 particularly relative to Bill and Hilary Clinton, 

14 while possibly true were not necessarily supported 

15 based on solely the facts contained within the 

16 referral. 

17 Q What about with respect to the McDougals 

18 and Lisa Anspaugh? 

19 A Our opinion as to the McDougals and Lisa 

20 Anspaugh, based on the information contained solely 

21 in the referral, I believe that met FBI criteria for 

22 investigation. 
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Q But you determined that that would take a 
considerable amount of time? 

A That’s correct, and the delay would not 
impede us in any way in the future and that’s not to 
say that areas other than that couldn’t also be 
examined in a future investigation. 

Q As a result of your recommendation and 
Mr. Pettus’s decision, was this decision conveyed to 
FBI headquarters in Washington? 

A Yes, on October, I believe, 9th, and I’m 
not sure if it was prior to receiving the teletype or 
after, I believe it was — it may have been right 
after. I had discussed - I believe it was the 9th 
because I discussed all of the things that I have 
just mentioned previously with Mr. Pettus, and I 
stayed in his office while he spoke on the telephone 
with, my memory, is Larry Potts at FBI headquarters. 

Q What do you recall him telling Larry Potts 
in your presence? 

A He reviewed the information that I just 
provided you about contacts with RTC, our Little 
Rock’s office -- or his concern over the posture as 
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far as response to inquiries from the media and the 
fact that the conclusion that I told you or the 
preliminary opinion that certain conclusions related 
to Whitewater based solely on the information 
contained in the referral couldn’t — I mean you 
couldn’t really say yes or no on those, and also the 
fact that waiting to do something on this until after 
the election was not going to hurt the chance for a 
criminal prosecution. 

I think it’s very possible also — and I 
apologize, I have left this out as a factor of 
discussion when you’ve previously asked me about 
meetings with the United States Attorney’s office. 

The fact that McDougal had previously been indicted 
and had been acquitted at trial was part of these 
discussions that occurred during the time we received 
this referral. 

And let me digress a little bit. The 
Congress has authorized, as I understand, funding to 
the FBI specifically to investigate financial 
institution fraud under a statute called FIRREA, and 
Congress periodically requests that the FBI provide 
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1 updates on its utilization of the resources that it 

2 has approved and funded. As a result of that, the 

3 FBI periodically surveys its field divisions to 

4 determine the number of institutions, the number of 

5 agents being utilized to work financial institution 

6 fraud, and that’s evidenced by this Airtel that we 

7 looked at and our response on August 26 of '92. 

8 In addition to that, during this time 

9 period, it’s my recollection that the Department of 

10 Justice had received some negative criticism from 

1 1 Congress because its efforts in prosecuting financial 

12 institution fraud cases, while successful in the 

1j number of convictions obtained, were disappointing to 

14 Congress in the amount of tines and recoveries; in 

15 other words, we were putting people in jail but we 

16 weren’t getting any money back for the taxpayers. 

17 And 1 was aware from talking to 

18 representatives of the U.S. Attorney’s office that 

19 the Department of Justice had indicated a desire for 

20 the prosecutors to consider the likelihood of 

21 monetary recoveries when they prioritized their 

22 investigations. 
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Chuck Banks noted during the meeting on 

2 9-23, I believe or some other time around then, and I 

3 believe I noted in some document that Jim McDougal 

4 had court-appointed counsel during his first trial, 

5 was supposed to be living in a trailer house and had 

6 been prosecuted before, so you have the factors of 

7 double jeopardy, you had the factor that there were 

8 probably no assets to pursue, and his health also 1 

9 think was in question. By that 1 mean that it wasn’t 

10 the greatest, and if you conducted an investigation 

1 1 that lasted a year or two, that his health could be 

12 worse. 

13 So I think these are all things that were 

14 discussed, maybe not to that degree of detail, 

15 between Mr. Pettus and Mr. Potts as to why there were 

16 no reasons for us to rush into something that could 

17 possibly have a bad effect with public disclosures. 

18 Q At the same time, you were aware that the 

19 department did prioritize insider abuses and 

20 financial institution fraud; correct? 

21 A You mean that was a priority or they 

22 prioritized certain institutions? 
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Q No, that was a priority, officers and 
directors. 

A Yes, yes, that was object — obviously you 
want to get the top people that are involved. 

Q And clearly that was part of the 
allegations in this referral; correct? 

A No doubt. No doubt. 

Q And clearly if these allegations involved 
someone of importance, whether it be the Clintons or 
the governor or the mayor, that would be a factor to 
be considered as well; correct? 

A Correct. I’m not saying that the 
unlikelihood of monetary recovery is a 
disqualification of conducting an investigation, 
because it’s not and I don’t believe it should be. 

I’m saying that that was a factor considered among 
other factors. 

Q Now, anything else with respect to that, to 
that factor? 

A To the factor of — 

Q Monetary recovery. You digressed and said 

this was a concern that had been ongoing in your 
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discussions with the U.S. Attorney’s office and one I 
gather was discussed with Mr. Potts? 

A I believe so. Basically what I’m saying is 
that if the U.S. Attorney has noted that as one of 
the things he has to consider along with his 
evaluation of this referral, then that’s something we 
should pass on to fully advise our headquarters, is 
that that is part of the decisionmaking process of 
the United States Attorney. 

Q Were you present when Mr. Pettus passed 
that along to Mr. Potts? 

A Yes, even though, as 1 stated before, I’ve 
tried to go into detail of what I told Mr. Pettus, 1 
have a better recollection of what I told him than 
what I heard him tell Mr. Potts, but he told him 
basically, 1 believe, all of the things that I said, 
maybe not to such detail. 

Q Do you recall any other -- anything else 
that he said to Mr. Potts on the phone call? 

A He explained the reason we didn’t want to 
open an official case file was because we were 
concerned about disclosures that this referral 
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1 existed. 

2 Q Is there anything else about that 

3 conversation you remember, at least the one side that 

4 you overheard? 

A It’s my recollection that Mr. Potts agreed 

6 and understood that while we were going to take 

7 appropriate action and do the appropriate reviews, he 

8 understood that we would not open an official FBI 

9 case file. 

■0 Q And that was the extent of that 

1 1 conversation with Potts at that point in time? 

12 A I believe it was. 

Q Now, so as a result of that conversation, 

14 you agreed not to open up a case file but at least to 

15 go review the documents, the exhibits; correct? 

16 A Yes, that also may have been discussed - 

17 you know, I didn’t hear that part, but I know that 

18 there was no dispute over the need for us to review 

19 these documents and the exhibits and do what we could 

20 without being overt. 

Q But that was slightly different from the 
22 way you left it with the U.S. Attorney’s office on 


1 September 23; correct? 

2 A That was slightly different? 

3 Q The way you left it on September 23 was 

4 that the U.S. Attorney’s office would do an in-depth 

5 analysis, they would look at the documents, set back 

6 to you? 

2 A That’s right, that’s right. As a result of 

8 this, we would advise the U.S. Attorney’s office that 

9 we need access to those exhibits and we would — we 

10 were asking to conduct a review, I don’t remember if 

1 1 it was after they were through, but irregardless of 

12 what they were doing, we wanted to review these 

13 exhibits. 

14 Q So that would really be the only difference 

15 between the way things were left with the U.S. 

16 Attorney’s office and this teletype? You had agreed 

17 when you left the U.S. Attorney’s office that you 

18 would not, for instance, issue a grand jury subpoena 

19 or not interview witnesses; correct? 

20 A Right. 

Q And that basically was -- those were the 
22 instructions of headquarters FBI? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6826 


103 

A It is my understanding that Larry Potts 
agreed with that, agreed with the course of action 
that Mr. Pettus had taken. 

Q As a result of this conversation with 
Potts, what is the next thing you or your agency did 
with respect to this referral and the eventual review 
of these documents? 

A Well, at some point I would have contacted 
the United States Attorney’s office to advise them 
that — of this direction we had received, this 
communication we had received, and to arrange for 
access to the exhibits. And then the week of 
October 9 through October 16, I’m not saying every 
day, but during that period, myself and Financial 
Analyst Hall conducted the review of the exhibits at 
the U.S. Attorney’s office. 

Q Now, let me go back a step. There was one 
additional difference. There was some kind of a 
deadline? 

A That’s correct. We had a deadline of 
October 16 to submit results of the limited 
investigation and anticipated investigative and 
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prosecutive plans. So we were going to do this 
limited investigation which included review of those 
exhibits, and attempt to obtain concurrence from the 
United States Attorney of a prosecutive plan. 

Q And again, that was different from the 
review that you earlier indicated would take some 
time if you ultimately wanted to complete the 
investigation of the case? 

A That’s correct. This review was obviously 
more in-depth than just reading the referral, because 
it would allow us to refer to the exhibits that were 
cited in the referral, but it still would not be what 
I call a full-blown investigation. 

Q Now, when you called the U.S. Attorney’s 
office, do you know whether you talked to Mr. Banks 
or Mr. Dodson at this point? 

A No, I’m not sure. I’m not sure that this 
was accomplished — things may not always be 
accomplished in one telephone call. I may have 
talked to both of them. I talked to one or the other 
or both. 

Q When you talked to them, did you relate 
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Mr. Pettus’s conversation with Potts as well as your 
conversations with Kendrick, your first conversation 
in the car? 

A Well, I don’t know if I related those — I 
don’t know if I - for certain that I related those 
to him. If I did, I don’t know that that would have 
all occurred sometime between October 9 and 16. I 
could have related conversations that occurred prior 
to October 9 with FBI personnel or RTC personnel. I 
could have related those conversations to Chuck Banks 
prior to October 9. Whenever they occurred, any time 
after they occurred, I could have advised him if it 
was natural during a conversation with him and seemed 
to be something that would give him information he 
needed to make a decision. 

Q Well, do you recall shortly after receiving 
the call from Kendrick in the car, inquiring as to 
whether or not you had this referral - 

A I believe that I — you know, as I think 
about this, I believe that I may very well have told 
Mr. Banks about the call from Kevin Kendrick, but I 

can’t be certain that 1 did or when 1 did. There may 
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be something that would refresh my recollection. 

Q Do you recall eventually explaining to 
either Banks or Dodson from that office how it was 
that you received the teletype of October 9, 1992? 

A Did 1 recall explaining to him how 1 
received it? 

Q Right, what prompted the teletype. 

A Yes, yeah, I think I did. I did tell him 
about the contacts. I don’t know exactly what the 
conversation was, but I advised them that we had 
received the teletype, that we had received the 
directive from headquarters and what the directive 
was. I may have read it to him. 

Q What was their response when you told them 
this? Did they have any disagreement with it? 

A They had no problem with us reviewing 
exhibits. 

Q Did they have any problem with the 
deadline? 

A Well, the deadline was — the deadline 
really was on the FBI in Little Rock. There was 
eventually - Chuck Banks did indicate that he was 
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not under any deadlines, that the FBI communication 
to Little Rock putting a deadline on Little Rock did 
not apply to him. 

He was trying to be cooperative with the 
FBI so that it could comply with the deadline from 
headquarters, but he was — to the extent that we 
were to obtain a prosecutive plan of action, which we 
interpreted to be some sort of even preliminary 
prosecutive opinion if we could get one, he did not 
feel like he was under a deadline of October 16 to 
reach a conclusion or decision about a prosecutive 
action. That’s what he related to me. 

Q Okay. Now, so that — while he agreed that 
they would cooperate, in terms of — internally, you 
were asked to review documents and come up with a 
prosecutive plan of some sort? 

A Maybe 1 can put this more succinctly. 

Chuck Banks told me that as of the 1 6th of October, 
he wasn’t sure that there would be a prosecution. He 
had not made that determination. This research he 
talked about earlier, the double jeopardy and all 
those things, he was still considering all that. And 
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it may be how -- there may be a difference in how we 
viewed a prosecutive plan and him, but he was not 
committing to a prosecution. 

Q And you conveyed this, the fact that you 
were to initiate this investigation in this form, 
that you were to review these documents and that you 
were to have some kind of response to FBI 
headquarters by the 16th; correct? 

A Correct. 

Q And he said he would cooperate with the 
exception of assisting you in providing some kind of 
prosecutive plan? 

A Well, he didn’t say when 1 advised him 
that, that I’ll cooperate except for this, that 1 
recall. At the end of that period, we were - 1 
tried to - before 1 would respond to headquarters as 
to what Chuck Banks’s position was or what a 
prosecutive plan was, I needed to consult the 
prosecutor, so 1 believe on or about the 1 6th, 1 
would have — there would have been some consultation 
1 was aware of where we asked him about prosecutive 
plans, and I think that is when — sometime around 
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that time is when he indicated that he didn’t have to 
decide by October 16 what his prosecutive plan was. 

Q So between October 9 and October 16, you 
participated in a review of these 300 documents? 

A Yes. 

Q And how long -- how much time was spent on 
that review? 

A Oh, myself and the analyst spent at least 
an eight-hour day for two or 2-1/2 days. We reviewed 
every exhibit. 

Q Now, were you doing that with an Assistant 
U.S. Attorney at the time or just independent of 
them? 

A Independent. 

Q Now, as a result of your review, and I 
assume after your review of these documents, you had 
some meeting or some discussions with the U.S. 

Attorney’s office — 

A Yes. 

Q - prior to the 16th? 

As a result of your review, did you 
determine that the data furn ished may indicate 
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criminal activity on the part of James and Susan 
McDougal and Lisa Anspaugh? 

A Yes. 

Q Did you further conclude that the available 
facts indicate elements of one or more federal 
violations that may exist? 

A Yes. 

Q I’m showing you what’s marked for 
identification as Bates number 526 through 528. This 
is a teletype dated October 16, 1992 from FBI Little 
Rock to the director. If you want to take a moment 
to review it. 

A Yes, please. 

(Witness reviewed the document.) 

Okay, I’ve reviewed that. 

Q Now, did you prepare this or assist in the 
preparation of it? 

A I assisted in the preparation at a 
minimum. I may have prepared it. 1 believe this is 
my language. 

Q And does this reflect the results of your 
review during the time period between October 9 and 
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October 16, 1992? 

A Yes, it does. You know, after reviewing 
this, I can state with certainty that I prepared 
this, and this accurately reflects the views of the 
FBI. And to the extent this cites the views of the 
U.S. Attorney’s office, it accurately reflects our 
understanding of those views. 

Q One of the other things reflected in this 
teletype is the fact that the U.S. Attorney was 
holding provision of a prosecutive opinion regarding 
those subjects in abeyance; correct? 

A That’s correct. 

Q And as a result of that, your office 
determined that you would be in a noninvestigative 
posture regarding the matter and would not conduct a 
further investigation without concurrence of the U.S. 
Attorney and a positive prosecutive opinion; correct? 

A That’s correct. 

Q Now, subsequent to that or maybe at about 
the same time, Mr. Banks wrote a letter to 
Mr. Pettus. I’m showing you a document marked for 

identification as 1000 through 1001, a letter dated 
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October 16, 1992 to Pettus, to Mr. Pettus from 
Mr. Banks regarding criminal referral C0004. 

Now, did you receive that letter prior to 
sending out the teletype of October 16, 1992 or did 
you receive that subsequent? 

A 1 was aware of the information in this 
letter prior to the 16th, and I believe that it was 
received on the 16th. I can’t be certain, but Chuck 
Banks read me like a final draft of this letter. 

In fact, it may be that I went - that 
there had been discussion about a letter, I think 
there had been discussion, I think 1 was instructed 
by Mr. Pettus to obtain this letter from the U.S. 

Attorney’s office, which would clearly state what 
their position was and allow us to respond to 
headquarters on the 16th. So I’m -- 

Q Then this letter was sent to Mr. Pettus at 
the request of Mr. Pettus? 

A That’s my understanding. 

Q You conveyed his request to Mr. Banks, I 
take it? 

A Well, he may have conveyed his request to 
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1 13 

1 Mr. Banks and then told me to go pick up the letter. 

2 Q I take it from that that there was some 

3 kind of conference or meeting, after you had 

4 responsibility for 2-1/2 days of reviewing these 

5 documents and the conclusions that we just discussed, 

6 that you just related were discussed at some meeting 

7 prior to Mr. Banks reading this letter to you; is 

8 that correct? 

9 A I don’t recall a separate meeting now. 

10 There were a lot of meetings, but I believe there 

1 1 would have been a meeting - I believe there was a 

12 meeting to discuss what our review was and that the 

13 results of our review were communicated to Chuck 

14 Banks. 

15 Q And then you collectively had to determine 

16 what each of you was going to do, I guess, at that 

17 point; correct? 

18 A I believe that I informed Chuck Banks 

19 sometime around the conclusion of the evaluation that 

20 1 conducted of those exhibits of what the findings 

21 were, and there was nothing in my findings that 

22 changed his position, that no action would be taken 
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1 prior to the election and that he still had not made 

2 a decision, ultimate decision, about prosecution. 

Q Well, what findings are you referring to? 

4 A Well, my findings, what I’m referring to - 

5 the reason this was sensitive was because the 

6 Clintons’ name was in it. The reason I believed and 

7 Mr. Pettus told me he believed that this was being 

8 treated as carefully as it was was because of 

9 concerns of fairness to the Clintons and the premise 

10 that you asked me before about whether something 

1 1 should be pursued if there’s something there. 

12 This review was to determine, as I 

13 described before, whether or not the referral on its 

14 face indicated any evidence that there was some 

15 ongoing activity that required immediate action or 

16 was alleged or suspected a possible activity that 

17 could be investigated at a later date. 

18 And my review partially was that I saw 

19 nothing related to Whitewater that indicated a 

20 current, ongoing situation that had to be addressed, 

21 that the information in there was not sufficient to ’ 

22 draw a whole lot of conclusions and that it was 
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obvious to me that there had been a great deal of 
check-kiting going on. 

Q Did you also conclude that further 
investigation at some point in time would have to 
occur before an ultimate determination could be made 
as to whether or not some charges could be brought? 

A Well, of course, of course. With any 
referral there has to be a full investigation 
conducted. In my experience, few referrals that are 
received are sufficient for the U.S. Attorney just to 
go proceed with a prosecution without an FBI 
investigation. 

From the standpoint of the FBI, what 1 was 
telling Mr. Banks was that I believed that a criminal 
investigation of Madison which would encompass the 
information in the referrals could bear fruit as far 
as prosecutions, and my judgment on that was also 
tempered by the fact that I had examined the previous 
case file of the unsuccessful prosecution of 
McDougal, and felt that there was information in 
there also. 

Q So you concluded that an investigation 
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could bear fruit but that it did not have to be 
conducted prior to November 3, 1992? 

A That’s correct. 

Q And I take it you believed or Mr. Pettus 
believed that since you were not in a position to 
present some kind of prosecutive plan at that 
point — or withdraw the question. 

Were you in a position to present a 
prosecutive plan to headquarters at that point in 
time? 

A Well, no, because in his letter, Mr. Banks 
says that he believes it would be helpful to 
reiterate what he had previously told the FBI, and 
that was that neither he nor his office would 
participate in any phase of an investigation 
concerning that referral prior to November 3, ’92, 
and that pretty much negated any action that the FBI 
could take on that referral. 

Q So that Mr. Pettus then indicated to 
Mr. Banks that if that was his position, that he 
would have to — it would be helpful to indicate that 
in a letter so you could take that and bring it back 
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to headquarters and explain to them? 

A I’m not sure what Mr. Pettus indicated to 
Mr. Banks. What I’ve testified to is that I believe 
it’s possible that I was dispatched to pick up this 
letter and bring it back to Mr. Pettus, and it’s - 
conversations of some type probably - I believe 
there was some type of conversation — 1 know there 
was a conversation between me and Mr. Banks when I 
picked this up, and I believe there was a 
conversation between me and Mr. Pettus after 1 
delivered this to him, because this would have been a 
factor in our teletype response on October 16. 

Q When you picked up this letter, did you fax 
this letter to headquarters FBI? 

A No. 

Q Pardon me? 

A No. 

Q Why is that? 

A Well, it’s a letter to Mr. Pettus, and I 
gave it to Mr. Pettus. He did not ask me to fax it 
to headquarters. 

Q Did you have a discussion with anyone from 
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headquarters FBI that date prior to or subsequent to 
the teletype that was sent? 

A Did I have a discussion with them about 
this letter prior to? 

MR. BEN-VENISTE: Why don’t you just show 
him the teletype. 

MR. GICALE: He’s got the teletype. 

THE WITNESS: I don’t recall. This 
teletype references a telephone call from — it savs 
director, Little Rock, and then a telephone call from 
the SAC to headquarters on the 9th. That’s the one 
I’m familiar with, the telephone call from the SAC to 
Mr. Potts on the 9th of ’92. 

BY MR. GICALE: 

Q Are you familiar with any phone calls 
subsequent to the 9th, either that you had with 
headquarters or Mr. Pettus had? 

A Em not personally familiar with the 
contacts Mr. Pettus may have had. I had a follow-up 
contact of some type with Kevin Kendrick. 

Q When was that? 

A I don’t know. Sometime around this time. 
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Q Showing you what’s marked for 
identification as document 529 through 531, a 
document dated October 26, 1992 from the director to 
FBI Little Rock. Would that be the next conversation 
you had with — or well, next communication you had 
with headquarters, or was there something in 
between? 

(Witness reviewed the document.) 

A I can’t tell you that I have a specific 
recollection of certain specific conversations, but I 
can tell you that, for instance, this teletype that 
you showed me was authored by me, and it was general 
practice that prior to -- 

MR. BEN-VENISTE: Which one are we talking 

about? 

BY MR. GICALE: 

Q 10-26-92, isn’t that from the director to 
FBI Little Rock? 

A I’m sorry. Yeah, you’re right, this is a 
headquarters teletype, 10-26-92. The standard 
practice was when teletypes would go between Kevin 
Kendrick and myself, is that we would have a 
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telephone conversation about the fact that — about 
whatever the substance was and that a teletype was 
coming, and I think some of the teletypes we actually 
maybe transmitted via facsimile, and I would call to 
make sure he was there to get the teletype. 

So yeah, I believe 1 had conversations with 
him looking at this, on or about the 16th in 
conjunction with that teletype being sent up, since I 
think it was supposed to be his direction, and I 
asked him to remind RTC to continue addressing the 
other referrals that we talked about before to Little 
Rock — or not referrals, two failed Little Rock 
institutions, we wanted them to prioritize for 
examination and potential referral. 

This teletype is his response to me, 
advising me of what Ken Donahue of the RTC told him, 
and it’s very possible that Mr. Kendrick verbally 
advised me of this information on the phone before he 
sent me this teletype, but I can’t be certain. 

Q Well, but it does reference, in any event, 
a phone call with Kendrick on the 1 6th, either just 
before or just after the teletype was sent? 


6835 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


121 

A Yes, yes. I feel very confident that I 
would have had a telephone conversation with Kevin 
Kendrick on the 16th in connection with that teletype 
being transmitted. 

Q Once you had either verbally or by virtue 
of this teletype informed Kendrick and FBI 
headquarters of your conclusions and your 
investigative posture, did Mr. Kendrick or anybody 
from headquarters indicate that they disagreed with 
that? 

A The posture? 

Q Yes. 

A Not that I’m aware of. 

Q And so how was the matter left at that 
point as of the 16th? 

A At that point on the 16th of October, it 
was left that we would wait until after November 3. 

Q What is the next significant event that 
occurred with respect to this criminal referral? And 
I take it nothing happened between that time and 
November 3. 

A I don't remember anything happening between 
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that time and November 3. The — 

Q Between the 16th and — do you remember any 
other conversations with headquarters or the U.S. 

Attorney’s office in Little Rock between October 16 
and November 3 with respect to this referral? 

A I remember further conversations with the 
U.S. Attorney’s office. I couldn’t place them before 
November 3 with certainty. They may have occurred 
right after November 3. 

Q Do you know whether or not the U.S. 

Attorney’s office had conveyed their position to main 
Justice? 

A Based on what Chuck Banks had told me on 
October 16, or whatever date I picked up that letter, 

I believe it was the 16th, it was my understanding 
that he had not conveyed the information in that 
letter to DOJ. 

Now, let me back up because you’ve 
refreshed my recollection. On October 6, Mack Dodson 
advised me that he and Mr. Banks were considering 
notifying DOJ, that they had received this referral, 
and he made reference to some type of hot line, was 
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what he called it, that DOJ maintained for either 
high profile referrals or high profile cases, and he 
expressed to me that they were considering notifying 
DOJ via this hot line mechanism, but I’m not certain 
whether or not that occurred. At least at this 
moment, 1 can’t tell you if 1 ever knew for certain. 

Q And — 

A And then — okay. And back on to continue 
answering your question, on the 16th, Chuck Banks 
noted to me that there had been communications 
between Department of Justice to FBI headquarters to 
FBI Little Rock, to his office, but there had been no 
communications from the Department of Justice 
directly to his office, and 1 don’t — so I don’t — 
that’s all I really know about what he had told DOJ 
at that time. 

Q So he had not received any direct 
communications, he was noting that the communications 
had gone, as you just had described them, eventually 
to him but not directly through DOJ? 

A It was noted by both of us, I don’t know 
who — it was discussed. 
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Q Did he express some — was he critical of 
that process or did he express some criticism of that 
process? 

A He -- well, this is my interpretation of 
what he thought, but 1 think that he was at least 
mildly critical of that — no, sorry. I believe he 
told me he didn’t understand why he had not been 
contacted directly. 

Q What is the next significant event that you 
recall occurring with regard to this referral after 
November 3, 1992? 

A At some point after November 3, 1992, 1 had 
a discussion with Mr. Banks and asked him if we were 
going to initiate an investigation of Madison. 

0 I’m sorry, if you were going to or 
whether — 

A Whether we were, if we were, 1 don’t know 
what I said back then. 1 wanted to know if we could 
expect to receive a positive prosecutive opinion. 

Q What was his response? 

A He indicated that he was leaning toward 
referring that to Department of Justice for their 
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1 consideration. 

2 Q Did he explain why? 

3 A Yes, he did. He 1 think recounted the 

4 previous discussions we'd had about the facts 

5 surrounding Madison Guaranty Savings & Loan; by that, 

6 1 mean potential for recoveries, potential double 

7 jeopardy, that sort of thing. 

8 He said that he feared that if he 

9 conducted — if he conducted an investigation or 

10 prosecution, that as basically a lame duck United 

1 1 States Attorney ~ because he intended to gracefully 

12 leave rather than being asked to leave — that he 

13 felt like that the office of U.S. Attorney in Little 

14 Rock would come under criticism from Jim McDougal 

15 that the investigation was politically motivated, and 

16 he recounted for me the previous prosecution of Jim 

17 McDougal where Chuck Banks said Jim McDougal had made 

18 numerous allegations that there was some political 

19 motivation to the prosecution. 

20 Mr. Banks said that given the fact that the 

21 Democratic administration had been elected, Bill 

22 Clinton, and he was a Republican appointee, that 
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1 there could very likely be allegations that him 

2 pursuing this case was a sour grapes retaliation move 

3 and he felt like that would be detrimental to the 

4 U.S. Attorney’s office in Little Rock and would 

5 impede its ability to function in other 

6 investigations and have the public perceive it as a 

7 fair office and a fair institution. 

8 He also noted that since he intended to 

9 leave and a successor whose identity he was not aware 

10 of would be named and this was a very high profile 

1 1 matter, he was not entirely comfortable making a 

12 prosecutive decision that would obligate a person who 

13 would come in after him to a high profile 

14 investigation if they had had no input in determining 

15 whether it should be opened. 

16 And because of that, he felt like the best 

17 course of action was to refer this to career 

18 Department of Justice employees who he indicated were 

19 in general viewed as less political than the United 

20 States Attorney appointees around the country. 

21 He also assured me that he wasn’t running 

22 from this because of who was involved, but he felt 
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like for the sake of the reputation of his office, 
that that would be the correct course of action. 

Q How soon after the election did this 
conversation occur? 

A I can’t place it right now. 

Q So as a result of that conversation, did he 
indicate that he was going to send some kind of 
letter or a request to the Department of Justice to 
have them take over this case or look into this case? 

A I couldn’t say for sure what he said about 
that. 

Q Well, how was the file left in your 
respective offices at that point, the status of the 
investigation? 

A There was still no official separate case 
opened, and the serials, the documents that I had, I 
believe I maintained in my safe. 

Q By this point in time, did you also have a 
copy of the exhibits or did you just have — 

A No, I don’t believe that we had the 
exhibits. We did not receive copies of the exhibits, 
to my recollection, and I do not believe that we 
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received the original exhibits. 

Q 1 take it that you informed Mr. Pettus of 
Mr. Banks’s position on this? 

A I don’t have a specific recollection. 

Mr. Pettus was transferred out of Little Rock, I 
believe, in early December of 1992. He actually had 
been promoted and that was actually his departure 
date, so if the conversation occurred — the election 
was November 3. If the conversation occurred with 
Chuck Banks in December, Mr. Pettus would not have 
been - we may not have had an SAC, we may have just 
had an acting — the ASAC may have been functioning 
as the SAC. 

So 1 can’t place the time he told me that. 

It was sometime after the election and sometime prior 
to when he left office. 

Q In any event, whoever was there, did you 
convey this information and make some determination 
as to what you would do next with respect to your 
file or the nonfile? 

A 1 think — you know, I think I did convey 
that to the ASAC and the SAC. 
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1 Q What about FBI Washington? 

2 A 1 don’t recall doing that. 

3 Q So it was just returned to the drawer and 

4 you moved on to other things, I take it? 

5 A I was already on to other things. 

6 Q What is the next significant event that 

7 occurred after that? 

8 (Witness conferred with counsel.) 

9 (Whereupon, at 1:11 p.m., the deposition 

10 was recessed, to be reconvened at 2:10 p.m. this same 

1 1 day.) 
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1 AFTERNOON SESSION (2:10 p.m.) 

2 Whereupon, 

3 STEVEN D. IRONS 

4 resumed the stand and, having been previously duly 

5 sworn, was examined and testified further as follows: 

6 EXAMINATION (Continued) 

7 BY MR. GICALE: 

8 Q Mr. Irons, before I ask you a few more 

9 questions — a number of other questions with respect 

10 to events that occurred after November of 1992, from 

11 January 1992 to the present, what has been your 

12 position in the Little Rock FBI office? 

13 A I’ve been the supervisor of the 

14 white-collar crime squad. 

15 

16 

17 

18 

19 

20 
21 
22 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6840 


131 


Q And as a special agent in Little Rock, did 
you concentrate in any particular crime area? Was it 
bank fraud? 

A Yeah, 1 spent almost that entire period 
working the failure of a savings and loan in Little 
Rock. 

Q What about the period between December ’80 
and June of 1990? 

A The majority of the time was spent 
investigating white-collar crime. Some of that was 
spent investigating bank fraud. 
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MR. BEN-VENISTE: I’m sorry. I didn’t get 
those dates. 

THE WITNESS: From March of 1980 until 
December of 1980. 

BY MR. G1CALE: 

Q Any particular squad? 

A White-collar crime. 


Q Now, when we left — one other thing. Did 
you go there right after college? 

A No, 1 worked for Arthur Andersen, a public 
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accounting firm, in Tulsa from my graduation in June 
of ’79. 

Q Which firm was that again? 

A Arthur Andersen & Company. 

Q From June ’79 to November ’79? 

A Yes. 

Q I take it you have a degree in accounting? 

A Yes. 

Q Now, before we left for the break, we had 
discussed the fact that after the election, you had 
discussion with Mr. Banks with respect to the 
investigation, he indicated that his intention was to 
forward it to the Department of Justice and you 
indicated that you filed - your file stood - your 
investigation or file stood the same way that it had 
prior to the election, there was no technical open 
file on the matter in Little Rock and they were was 
just, I guess, kept in some kind of a secure area in 
your office? 

A That’s correct. 

Q What is the next significant event that 

occurred with respect to that referral? 
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A You’re asking me the next event that 
happened in the handling of that referral? 

Q Yes. Do you recall anything happening, for 
instance, in the balance of 1992? 

A We’re talking about action 1 took on the 
referral? 

Q Well, action you took or you are aware that 
someone else took, either the RTC or Department of 
Justice. 

A Well, the RTC had — I had contacts from 
the RTC concerning the referral between the period 
October of ’92 and into ’93. 

Q What were the nature of those contacts? 

A Jean Lewis was attempting to determine the 
status of the referral. 

Q What did you tell her? 

MR. BEN-VEN1STE: Could we fix some dates? 

THE WITNESS: Around September 18, Jean 
Lewis had a conversation with me about when a 
decision would be made, and I told her that there 
would be a meeting with the FBI office and the United 
States Attorney’s office, and I told her that I would 
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not be able to confirm for her when the meeting took 
place and that 1 was not going to be able to relay to 
her what the result of the meeting was. And I had 
indicated to her that because of the sensitivity of 
this referral and the people involved, it was being 
handled more discretely or with great care, an even 
greater degree of care. 

BY MR. GICALE: 

Q Subsequent to September 18, 1993, did you 
have any other contacts with Jean Lewis with respect 
to this referral? 

A She spoke to me, I believe, in October of 
’92 and told me that she had heard - 

Q I’m sorry, the date -- September 18, 1992; 
correct? 

A Yes. 

Q I think I might have stated ’93. 

MR. BEN-VENISTE: Don’t you want to hear 
about ’92 first? 

BY MR. GICALE: 

Q I do. I just wanted to correct the 
record — 
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A The referral came in ’92; right? 

Q Right. 

A Yeah, I’m talking about ’92. 

Q So September 18, 1992 is when you had a 
conversation with her and you told her there was a 
meeting but you couldn’t give her the date, and 
then -- 

A And l told her that I wasn’t going to be in 
a position to give her status reports. 

Q Was not? 

A Was not. 

Q Right. 

A And told her it was because of the 
sensitivity and the fact that it was being closely 
held within the offices. 

Q Then you started to say that you had some 
conversation with her in October of 1992. 

A 1 believe in October, it could have been 
November, I had a telephone conversation with her. 

It was October or November, 1 believe. 

Q Do you know whether it was before or after 
the election? 
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1 A I’m not sure if it was before or after the 

2 election right now. I’m not sure. 

3 Q Do you know whether it was before or after 

4 the Banks October 16 letter? 

5 A I believe it was after the October 16 

6 letter. And she advised me that she had heard from 

7 her superiors that the FBI in Washington had told the 

8 RTC in Washington that the referral had no merit. 

9 MR. BEN-VENISTE: I’m sorry, I didn’t hear 

10 that. 

1 1 (The reporter read the record as requested.) 

12 BY MR. GICALE: 

13 Q Now, did she indicate to you who from the 

14 FBI had told who in the RTC - who from the FBI in 

15 Washington had told whom in the RTC in Washington 

16 that the referral had no merit? 

17 A No. 

18 Q What was your response to that? 

19 A I explained to her that from my reading of 

20 the referral, that in relation to Whitewater, which I 

21 believed was the most significant part of that 

22 referral for everybody concerned, that my review had 
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1 not resulted in my complete endorsement of some 

2 conclusions reached regarding the extent of certain 

3 parties’ knowledge. 

4 And I believe I may have related to her 

5 some of the reasoning that the - some of the factors 

6 that the U.S. Attorney’s office would have to 

7 consider, such as the previous prosecution, and I 

8 believe I - I can’t be certain, but I have some 

9 recollection that this might have been between the 

10 16th and the election. And I indicated to her that 

1 1 she should — I felt like that it would be obvious to 

12 her why we would not take action prior to November 

13 3. I can’t be certain that this call didn’t happen 

14 after the election. I’m just not sure right now. 

13 Q You stated to her it would be obvious or 

16 you felt — 

17 A I told her that I thought it was 

18 unrealistic for her to expect us to take, you know, 

19 any kind of action that would be ill-advised based on 

20 the nearness of the election. 

21 Q What was her response? 

72 A My recollection is she said she understood 
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that. 

Q Was that the extent of your conversation? 

A I believe that in that same conversation I 
told her that in order to make determinations that 
certain additional information could be provided with 
referrals, for instance, when a referral cites a loan 
as a key element of a suspected criminal — event of 
criminal conduct, that in evaluating the prosecutive 
potential of that set of circumstances, that it would 
be helpful if we received information relating to the 
loan file, loan payment history, the more detailed -- 
in other words, the more details the better. 

And I believe she indicated she would try 
to provide more details on future referrals, and Pm 
not certain if she indicated an intention to provide 
more details on this referral, but it was just a 
general conversation with her where I was telling her 
the kinds of things that could be included in 
referrals that would be helpful to us in our 
decisionmaking process. 

Q And at that time, did you think that that 
kind of information would be of assistance to you 
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with respect to that particular referral? 

A I believe so. For instance, if a loan is 
mentioned in a referral and then there is a 
suggestion that criminal conduct is involved in the 
circumstances surrounding that loan, I’m aware from 
my previous experience that if you know for a fact 
that the loan has been written off as a loss and you 
know the amount of the loss and you know that the 
bank has attributed the loss to the actions of a 
particular party, that that information at the front 
end is sometimes — is often helpful to the 
prosecutor. 

And by that, 1 mean if a loan was written 
off, if the loss was large and met their general 
prosecutive guidelines and there had been some 
determination by some other body as to suspected 
responsibility for the loss, in my experience that 
has made prosecution more attractive to federal 
prosecutors. 

Q Earlier, I indicated to you that — I 
referenced the fact that one of the allegations in 
the referral, C0004, was an allegation that loan 
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1 proceeds had been diverted. Do you recall that? 

2 A Yes. 

3 Q Would it have been of assistance to you to 

4 have more records with respect to that transaction to 

5 determine whether or not there was any viability to 

6 prosecute that federally? 

7 A If that was an area that would have been 

8 investigated or authorized for prosecution by the 

9 United States Attorney’s office, that would be 

10 something that we would want to round that out. That 

1 1 would be part of the investigative process I 

12 described that might take up to a year where you 

13 obtain those records, trace outpayments, that sort of 

14 thing. 

15 Q Was anything further said with respect to 

16 the status of the referral or any information that 

17 you thought you would need with respect to the 

18 referral or other referrals at that point? 

19 A I don’t remember anything else. 

20 Q When is the next time you had a 

21 conversation with Jean Lewis or someone from the RTC 

22 with respect to this referral? 

~~ 142" 

1 A Well, I can’t be certain of the next 

2 conversation with Jean Lewis. She contacted me in 

3 the spring of ’93 to tell me that the RTC had 

4 received a Freedom of Information Act request 

5 concerning something in the referral, either a 

6 company name or a person’s name or maybe both, that 

7 she had received an FOI request from I believe an 

8 Arkansas newspaper regarding some bit of information 

9 that was identical or similar to what was in the 

10 referral. 

1 1 Q Why was she calling you about that? 

12 A She was checking up with me, as I recall, 

13 to see if responding to that FOI request would hinder 

14 an FBI investigation. 

1^ Q And what was your response to her? 

16 A I told her that I believe that ~ in that 

17 conversation, I believe she said that she may have 

18 called the United States Attorney’s office and they 

19 suggested that she be governed — since she was an 

20 RTC employee, that she be governed by RTC’s 

21 guidelines on dealing with FOI requests. And I 

22 suggested to her that that would be my advice also. 
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Q I’m going to show you what’s marked for 
identification as Bates number 1536. It’s a 
memorandum from you to SAC Little Rock dated 
January 6, 1993. Is this the conversation that 
you’re referring to in the spring of 1993? 

A Yes, it is. 

Q Does this refresh your recollection as to 
what occurred in that conversation? 

A Yes. 

Q And your memorandum to your supervisor with 
respect to that conversation; correct? 

A Yes. 

Q Now, the supervisor at that point was 
Mr. Satkowski, in January? 

A If he had arrived, it was Mr. Satkowski. 

He had been named as the special agent in charge. 

I’m not sure what date he arrived. 

Q Now, up to -- from the time of the election 
to this point, you just described the contacts you 
had with Jean Lewis. Did you have any other contacts 
with headquarters FBI or main Justice with respect to 
this case? 

144 

A I can’t recall any contacts with main 
Justice during 1992, or -- the first contact I had 
with main Justice that I recall is when l met Don 
Mackay in November of ’93. 

Q And are you aware of any contacts that the 
U.S. Attorney’s office in Little Rock may have had 
with the Department of Justice during this time 
period, from after the election to January of 1993? 

A Other than as I said before, Chuck Banks 
had indicated that he was leaning toward sending this 
thing to DOJ. I don’t know when he did that or 
exactly what he did. I can’t remember that now, but 
if he did that, then that could have occurred between 
January and the time he left, which I think was 
March, in March of ’93. 

Q Do you know whether or not he ultimately 
sent a letter to the Department of Justice requesting 
that he and his office be recused from the matter and 
that it be handled — a decision be handled by the 
Department of Justice? 

A 1 feel like I know that. I’m not sure that 
I knew that from him. I may have heard that from 
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Jean Lewis. 

Q Do you recall whether or not you received a 
copy of the letter to the Department of Justice that 
he sent? 

A I don’t recall receiving a letter, copy of 
any letter. 

Q Did he - you say you knew that from Jean 
Lewis? 

A 1 feel like I knew that at some point. I 
don’t know when I first knew that. I’m not sure how 
I learned it. It might have been from Jean Lewis, 
because she was trying to keep track of this 
referral. 

Q When did you ultimately — do you know 
approximately when you ultimately learned that it was 
sent to main Justice by Mr. Banks’s office? 

A No. 

Q After January of 1993, when is the next 
time that you recall either talking to Mr. Banks’s 
office or Jean Lewis or somebody from RTC or somebody 
from headquarters FBI involving this matter? 

A Whenever the conversation occurred with 
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Chuck Banks where he indicated that he was 
considering sending this to DOJ, whenever it was that 
that occurred. I don’t remember any more 
conversations with him after that up until the time 
he left or after he left. I may have discussed it 
with him a year or two after he left in passing, but 
I don’t remember any conversations after that. 

When he indicated to me that he was leaning 
towards sending it to DOJ, that’s the last time I can" 
recall talking to him about that. He may have 
confirmed to me that he did that, but I don’t 
remember that he did that. 

Q Okay. What about Mr. Dodson or someone 
else from the office; for instance, Mr. Jackson? 

A I’m not sure. 

Q Now, the review process that occurred in 
’92, with respect to the U.S. Attorney’s office in 
Arkansas, did that include any other assistants other 
than Mr. Dodson and Mr. Banks, the U.S. Attorney, 

Mr. Banks? 

A At the time I don’t recall being aware that 
it involved anyone besides Chuck Banks and Mack 
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Dodson. 1 subsequently learned in 1993 that Fletcher 
Jackson was involved in the review, and that’s from 
Fletcher Jackson telling me that he was involved in 
the review. 

Q So from the time that Mr. Banks left - and 
he left the end of February, I believe, end of 
February 1993 — what is the next action that you 
recall occurring with respect to this referral? And 
when I refer to "action,” whether it be a contact 
with Jean Lewis or the RTC or FBI headquarters or 
DOJ. 

A As I answered before, Jean Lewis may have 
been the one that told me that the referral had been 
sent to the Department of Justice. If she wasn’t the 
one that first told me, she could have subsequently 
had a conversation with me about the same topic. 

Q So at that point you’re still in a 
noninvestigative mode awaiting a prosecutive opinion 
from the U.S. Attorney’s office? 

A The FBI is. At some point, Jean Lewis 
indicated that there would be additional referrals on 
Madison, but the last action — the last subject of 
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action the FBI took was during the week of October 9 
or 16 when we read the exhibits. 

Q When is the next action that you recall 
being taken with respect to this matter, this 
referral? 

A Jean Lewis -- well, actually her contacts 
were, I think, related to the upcoming referrals. 

Q Just to fast forward us a moment, would 
that have been in July of ’93, July or August of 
1993, or was it sooner than that? 

A It was July 21, 1993. There was a 
conversation on July 21, 1993 with Jean Lewis where 
she told me that additional referrals would be sent 
on Madison. 

Q Now, from January — the end of February to 
July 21, 1993, were there any contacts between your 
office and the RTC or U.S. Attorney’s office? 

A There were no contacts that 1 recall 
between my office and the United States Attorney’s 
office. There were no contacts that I recall between 
our office and Little Rock and our headquarters, but 
because I deal with RTC routinely in my job on 
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referrals that have already been sent and may be 
sent, I can’t -- I feel like there were contacts 
between the FBI and RTC, but I just can’t say for 
certain that this referral was discussed. 

Q Now, at the time you were advised of the 
new referrals by Jean Lewis in July of 1993, did you 
urge Jean Lewis to provide you information or the FBI 
with information, further — did you urge her to 
provide the FBI with further information with respect 
to those referrals? 

A The conversation — yes. 

Q Now, why was that at that point in time? 

Why did you request that additional information at 
that point in time? 

A 1 had developed an interest in Madison 
Guaranty Savings & Loan independent of information 
contained in the referral she had sent in 1992, and 
on July 21, investigative action was taken that 
resulted in me deciding that we were at a point in 
that investigation - 

Q In which investigation? 

A In the investigation 1 was referring to, 

15° 

the investigation I just referred to, and I felt like 
we had reached a point in that investigation where it 
would not compromise the particular investigative 
techniques that we anticipated to contact RTC and ask 
about the existence of certain files. 

Q All right. So another investigation — off 
the record. 

(Discussion off the record.) 

BY MR. G1CALE: 

Q In July of 1993, you were investigating — 
there was some other investigation ongoing. What was 
the nature of that investigation? 

A That was a government fraud investigation 
involving the Small Business Administration and 
specifically included a company named Capital 
Management Services and its owner, David Hale. 

Q Now, as a result of that investigation, you 
determined that you needed - was it at that point in 
time that you decided to open up a file with respect 
to Madison Guaranty? 

A The file on Madison Guaranty wasn’t opened 
at that time. 
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Q As a result of that investigation, you — 

MR. BEN-VEN1STE: As a result of what 
investigation? 

BY MR. GICALE: 

Q The Hale investigation that he just 
referenced. 

MR. BEN-VENISTE: Well, there is no 
result. That’s the problem here. We’re not getting 
into the result, pursuant to our agreement. Maybe 
you could rephrase it. 

BY MR. GICALE: 

Q I’ll rephrase it. No. Because of the Hale 
investigation, you obtained some leads or an interest 
in pursuing some other individuals or organizations? 

MR. BEN-VENISTE: As 1 understand the 
testimony, as a result of another investigation he 
was conducting, he made inquiry of the RTC as to the 
existence of certain files within their possession. 

Is that - 

THE WITNESS: That’s two different things. 

MR. BEN-VENISTE: I understand that, but is 
that really your question, Lou? 
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MR. GICALE: Yes. 

MR. BEN-VENISTE: Can you answer that 
question? 

MR. GICALE: That’s my question. 

(The reporter read the record as requested.) 

THE WITNESS: Yes. 

BY MR. GICALE: 

Q Did you then tell Jean Lewis that the FBI 
and prosecutor would be reviewing certain records in 
the near future concerning that investigation? 

A l may have. I would like to make it 
clear. I don’t believe that I identified or 
described the investigation to Jean Lewis on July 21. 

Q After July 21, did you have another 
conversation with her with respect to her referrals, 
the referrals that she said that she would be 
submitting and/or the first referral that had been 
submitted? 

A In that conversation of the 21st of July of 
1993, when 1 listed records that we were interested 
in and in so doing used the names of either companies 
or individuals, l believe Jean Lewis made an 
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1 observation to me that from my question, she assumed 

2 that we were investigating her referral, and 1 

3 believe in that — I believe it happened in that 

4 conversation, and I suggested to her that she not 

5 draw that conclusion. 

6 And I believe that she said — she may have 

7 said that we began investigating it as a result of a 

8 newspaper article. If I could put that in 

9 perspective, she called me earlier to advise me of an 

10 FOI request from this Arkansas newspaper. I believe 

1 1 after that an article appeared in an Arkansas 

12 newspaper concerning one or more of the names that I 

13 questioned her about that day. 

14 So when I questioned her about those names 

15 on July 21, she observed to me that she was drawing a 

16 conclusion or basically she phrased it in a way of a 

17 question, that as a result of information in that 

18 article, we had began taking another look at her 

19 referral, and that’s when I cautioned her against 

20 drawing any conclusions. 

21 Q When is the next time you had a 

22 conversation with her or the RTC with respect to that 

154" 

1 referral, the ’92 referral or the upcoming referrals? 

2 A The next conversation I had would not have 

3 related to 0004, the first referral. It related to 

4 my trying to determine, and I’m not sure who 

5 initiated the contact, but my trying to determine 

6 when we would receive those referrals, the new 

7 referrals. 

8 Q When would that have been? 

9 A Well, it would ~ if it wasn’t on the 21st 

10 of July, it would have been between July 21 and the 

1 1 day we received the referrals. 

12 MR. G1CALE: Off the record. 

13 (Discussion off the record.) 

14 BY MR. G1CALE: 

15 Q What is the next contact you had with Jean 

16 Lewis or the RTC after the 21st of July, 1993? I 

17 believe you said something about seeking some 

18 information about when the new referrals were going 

19 to be coming in. 

20 A Yeah, I have some recollection that I had a 

21 conversation with her regarding the anticipated date 

22 that the referrals would be provided to us, new 
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referrals, and that was — well, I believe that 
was — I would place it between — to the best of my 
ability, I would place that between July 21 and 
August 20 of ’93. 

Q Now, why were you concerned about obtaining 
that information from Jean Lewis or the RTC? 

Withdraw that. 

Did you view the information you would 
obtain from the RTC as information that would be of 
assistance to you in your investigation? 

A Not necessarily. 

Q Why did you request the information from 
Jean Lewis? 

A My interest was in obtaining full access to 
the records of RTC, in RTC’s possession of Madison 
Guaranty Savings & Loan. 

Q Now, how did the obtaining of the referrals 
give you access to all the RTC records that you 
needed? 

A I expected that once we received the RTC 
referrals, that — I anticipated that an 
investigation of Madison woul d be opened or if it had 

156" 

not already been opened, the receipt of the referrals 
would be a natural precursor to us asking for access 
to the records of Madison Guaranty Savings & Loan. 

Q So you viewed the receipt of the referrals, 
then - 

A That was -- I’m sorry. Finish your 
question. 

Q r 11 withdraw it. If you received the 
referrals, then it would not tip anybody off to an 
independent investigation of Madison Guaranty? 

A That’s correct. 

Q Anybody, including the RTC? 

A Anybody. I should note at this point that 
the investigation of Hale, up until July 20, was very 
closely held within the FBI office in Little Rock so 
it’s not just the RTC — it’s just a general desire 
for confidentiality. 

Q And your feeling was that if you asked for 
these records before you got the referrals, that 
would tip some people off to this investigation 
sooner than you would like? 

A Well, I asked about some records on July 


6853 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


157 

21, and 1 had interest in additional records that 1 
did not want to specifically identify to anyone 
outside of the FBI. 

Q After the conversation in August of ’93 
requesting information or - when the new referrals 
would come in, when was the next conversation you had 
with the RTC with respect to this investigation? 

A Well, 1 didn’t have a conversation with RTC 
in respect to the first referral, and I didn’t have 
really a contact - 1 guess there was mention of the 
upcoming referrals, but 1 contacted - well, I’m not 
sure who contacted whom. 

The next contact was around, 1 believe, the 
date that the referrals had been promised, which was 
around September 1, end of August or September 1 of 
’93. And I think that they did not arrive on that 
date. And 1 may have contacted Jean Lewis to see 
when they might arrive. 

Q Now, during that time period, were you 
working with an Assistant U.S. Attorney in Little 
Rock? 

A Yes. 

158" 

Q Who was that? 

A Fletcher Jackson. 

Q When you contacted her on September 1 or 
around September 1 and requested the information with 
respect to the referrals, what happened? 

A I think she told me that they weren’t going 
to come on September 1, that it was going to be 
later. 

Q And then what is the next action you took 
with respect to this? 

A Well, there was — 

MR. BITTMAN: With respect to the 
referrals? 

THE WITNESS: Well, the next action with 
respect to the referrals was when we received them. 

BY MR. GICALE: 

Q That’s October of 1993? 

A Well, I mean with respect to the referrals, 
yes. 

Q All right. With respect to Madison. 

MR. BITTMAN: No, we can’t -- 1 mean if 
there were other contacts with the RTC - 
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THE WITNESS: There may have been 
conversations where there were updates as to when 
they might arrive, but basically when they did not 
arrive, I believe at this point of my testimony, that 
I had the impression before the first part of 
September they would arrive by the first part of 
September. 

Now, I could be mistaken, but they did then 
not arrive until the first part of September, and 
once I determined they would not, then I was not 
concerned when they would arrive. 

BY MR. G1CALE: 

Q All right. Now, again, the next contact 
you had with respect to these was October of the 
1993, or that’s when you received them? 

A We received them, I believe, around the 
1 5th or 20th, 25th maybe of October, somewhere around 
that date. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q In late - in the middle of August 1993, 
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Paula Casey became the U.S. Attorney in Little Rock; 
correct? 

A I think it was around August, sometime in 
August of ’93. 

Q And do you know when you first met with her 
and discussed either the Hale investigation or the 
other investigation that you were attempting to seek 
information from the RTC on? 

A I don’t know when I first met with her. 

Q Do you recall whether it was in August 
1993? 

A No. 

Q Were you — off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q In August of 1993, were you aware of plea 
discussions with respect to Randy Coleman? Plea 
discussions — I’m sorry — with respect to the Hale 
case and Randy Coleman was the attorney for Mr. Hale? 

A I’m familiar with plea discussions, and 
August sounds about right, but I can’t exactly place 
that time frame for you. 
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1 Q Were you party to those discussions at all? 

2 A Discussions with whom? 

3 Q Well, with either Mr. Coleman or his 

4 client, Mr. Hale, if he ever came in at that point. 

5 A I had a short telephone conversation with 

6 Mr. Coleman. 

7 Q And did he - what did he indicate to you 

8 that he wanted to do with respect to a plea? 

9 A I’m not sure he indicated what he wanted to 

10 do in respect to a plea. I’m not sure he talked 

1 1 about a plea in that conversation. 

12 Q Well, what did he talk to you about? 

13 A He~ 

14 MR. BEN-VEN1STE: I’m sorry. Do we have a 

15 date for this? 

16 BY MR. GICALE: 

17 Q This is — 

18 A I don’t know the date of this. This is 

19 sometime — 

20 Q August ’93, I think you said; correct? 

21 A Well, no. 1 said I’m aware that plea 

22 negotiations began, and I said I can’t place it in 
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1 August for you. I know they began at some point 

2 around that time. The phone conversation I had with 

3 Randy Coleman, 1 also can’t place exactly but it 

4 would have been more toward — 1 believe maybe -- I 

5 just can’t be sure if it was August or September or 

6 exactly when it was. I know that prior to having a 

7 telephone conversation with me, I had been told that 

8 there had been conversations between Coleman and 

9 people in the U.S. Attorney’s office. 

10 Q And do you know what occurred in those 

1 1 conversations? 

12 A Well, I’m aware of what people told me 

13 occurred in those conversations. 

14 Q What did they tell you that occurred and 

15 who was it that told you that? 

16 A I first heard about potential plea 

17 negotiations from Fletcher Jackson. 

18 Q What did he tell you? 

19 A He told me that Coleman wanted to talk 

20 about Hale’s cooperation against significant 

21 individuals, and I’m not — I don’t recall that he 

22 did say names or didn’t say names but it was supposed 
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to be cooperation that would interest the FBI and 
United States Attorney’s office. 

And Fletcher Jackson mentioned that he was 
considering the ground rules that Coleman had. 

Coleman apparently had mentioned immunity in exchange 
for the cooperation, and Jackson was mentioning to 
me, you know, potentially immunity or misdemeanor 
charges, and he may have said that Coleman mentioned 
misdemeanor charges as a possibility as well, but 1 
can’t be sure. 

Q Now, at this point in time, was Mr. Jackson 
merely informing you of this or consulting with you 
in terms of what kinds of plea offer or plea 
negotiations should occur? 

A Well, I don’t know what his intention was. 

I took the opportunity to offer my view. 

Q Which was? 

A That David Hale should plead to some kind 
of felony. 

Q Did Mr. Jackson agree with that? 

A I don’t think he said whether he agreed or 
disagreed. I think he indicated that he wouldn’t 
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make the final decision. 

Q At any time was it agreed between your 
office and the U.S. Attorney’s office that if a 
proffer was made by David Hale, that it would have to 
be made to the FBI office or an FBI agent rather than 
the U.S. Attorney’s office in exchange for some kind 
of a plea? 

A 1 think 1 heard something like that. I 
didn’t reach any agreements with anybody. It might 
be — if you would like me to elaborate on the 
question you asked a while ago with Randy Coleman, it 
might help. 

Q Go ahead, elaborate. 

A Randy Coleman called me at one point and 
said that he was concerned about the treatment he was 
receiving in his attempts to negotiate with the U.S. 
Attorney’s office. 

Q Do you know if this was after Paula Casey 
became the U.S. Attorney? 

A You know, if I knew when this started, if I 
knew the date these things started, I could answer 
that question better. I don’t specifically recall. 
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It’s my impression that Paula Casey was the U.S. 

Attorney at the time that phone call occurred. 

Q And you don’t remember whether it was 
August or September of ’93? 

A I don’t because I don’t know when — you 
know, if they started the last week of August, it 
might have been the first week of September. If they 
started the 1st of August, it could have been the 
middle of August, I don’t know. 

Q In any event, Mr. Coleman was complaining 
about the ability of the U.S. Attorney’s office to 
come to an agreement with him or their fairness, I 
take it? 

A I think he specifically mentioned Fletcher 
Jackson. 

Q What was his problem with respect to 
Fletcher Jackson? 

A I’m not sure I really know. Fie just 
indicated that he wasn’t sure that the FBI was aware 
of the negotiating stance of the United States 
Attorney’s office. 

Q Now again, at that point, at the time you 
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received the call, what was their negotiating stance? 

A My understanding was that David Hale would 
have to plea to a felony. 

Q And that was consistent with what your 
position was; correct? 

A That’s right, yes. 

Q And did you tell Coleman that that was the 
case? 

A What 1 told Coleman was that l as an FBI 
agent - that the FBI -- if a proffer was taken, it 
was my understanding that the FBI is usually present 
to take a proffer, but as far as negotiations, that 
it was the job of the U.S. Attorney’s office to 
negotiate those things and that 1 was not going to 
become involved in that. But 1 did tell him that the 
FBI position as advanced by me to Fletcher Jackson 
was that his client would have to plead to a felony 
and immunity and misdemeanor was not acceptable in 
the FBI’s view. 

Q And then what happened? 

A The conversation ended. There was nothing 
else for us to discuss. 
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Q Did there come a point in time in early 
September when you discussed these plea negotiations 
with Paula Casey, plea negotiations with Coleman with 
Paula Casey? 

A There was an occasion, at least one 
occasion that I did have a conversation with Paula 
Casey about the plea negotiations. 

Q Do you recall when that was? 

A It was after, 1 believe, the conversation 
with Randy Coleman. 1 don’t remember exactly when it 
was. 

Q Now, Mr. Hale was indicted on the 23rd? 

A Of September. 

Q And do you know how — this occurred before 
that indictment? 

A It occurred before the indictment, yes. 

Q Do you know roughly how far in advance of 
that indictment the conversation occurred? 

A No. 

Q Paula Casey’s calendar reflects some 
meetings - a meeting with you on September 13, you 
and Mr. Whitehead, and a meeting with you and 
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Mr. Whitehead on September 13. Do you know whether 
or not September 13 would have been the date on which 
you discussed these plea negotiations with Paula 
Casey? 

A No. We could have been discussing other 
investigations with her, so the fact that I met with 
her on the 13th doesn’t narrow it down much for me. 

Q When you discussed this matter with Paula 
Casey, what did you say to her and what did she say 
to you with respect to her position on the plea? 

A I think I discussed with her the phone call 
from Randy Coleman, restated the FBI’s position that 
David Hale should plead to a felony and assured her 
that the FBI would not attempt to engage in any 
dialogue with the defense and undercut her office. 

Q Did she have a concern about that? 

A No. I think that it was just an 
acknowledgment that Coleman’s contact to me could be 
viewed as an attempt by the defense to split the camp 
of the government. I’m not saying that’s what he was 
doing, but I was assuring her that it wasn’t going to 
occur. 
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1 She stated to me her agreement with the FBI 

2 position that David Hale should plead to a felony. 

3 Either in that conversation or some other 

4 conversation, she said that, you know, they stood 

5 ready to receive a proffer. The sticking point 

6 was - from what I was told by the United States 

7 Attorney’s office, the sticking point was that 

8 Coleman wanted some assurances and it was unclear to 

9 me from the conversations what they were, but he 

10 wanted some type of assurance prior to the proffer. 

1 1 And in my experience in the FBI, that is usually not 

12 the way that occurs, that a person does not get a 

13 guarantee that they will not be charged with 

14 something or will receive a certain charge just 

15 because they gave a proffer. 

16 Q Is it sometimes your experience in the FBI 

17 that defendants or potential defendants are told to 

18 make a proffer and that the decision as to whether to 

19 plead to a felony or misdemeanor or what type of 

20 charge will be made after an evaluation of the 

2 1 proffer? 

22 A I think I had been aware of that occurring, 

no" 

1 but in this instance, there was a discussion between 

2 the FBI office and U.S. Attorney’s office, and the 

3 FBI view, as advanced by me, was that due to the 

4 conduct we were aware of, nothing short of at least 

5 one felony count was going to be acceptable. And in 

6 my view, it would have been deceptive and unfair to 

7 indicate otherwise to the defense. 

8 Q Now, at the time you discussed — did you 

9 have any further conversation with respect to these 

10 plea negotiations with Paula Casey prior to the Hale 

1 1 indictment on September 23? 

12 A Well, Randy Coleman wrote some letters, and 

13 Paula Casey wrote some letters. 

14 Q Those letters started on September 15 was 

15 the first letter; correct? 

16 A I don’t know. I know that I may have 

17 received copies of either Coleman’s letters from the 

18 U.S. Attorney’s office or I may have been provided a 

19 copy of a letter from Paula Casey to Randy Coleman o 

20 it may be that at some point these letters appeared 

21 in a newspaper. I’m aware that there were letters 

22 exchanged. 
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Q Okay. But do you recall whether or not 
your conversation with her with respect to these plea 
negotiations occurred before or after those letters? 

A No. 

Q Did you have a conversation with her with 
respect to the exchange of letters between her office 
and Randy Coleman? 

A Yes. 

Q That was separate and apart from this 
discussion, the discussion you talked about with 
respect to the plea? 

A 1 can’t say that. I can’t differentiate. 

I have a recollection of my general knowledge of what 
happened during this time frame, and I can’t break it 
down for certain into two conversations, three 
conversations. It seems reasonable to me that this 
would have occurred in more than one conversation, 
but I can’t testify to that. 

Q And one of those letters, Mr. Coleman 
indicated that he had given the names of people to 
Fletcher Jackson, he had identified certain people 
that Mr. Hale could assist the government with in 
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exchange for a plea; correct? Do you recall that? 

A I don’t recall that. 

Q Do you recall whether or not Fletcher 
Jackson ever told you that Mr. Coleman had given him 
names of specific individuals that Mr. Hale could 
supply some information with respect to? 

MR. BEN-VENISTE: Out of fairness to the 
witness, if you have a document that reflects the 
specific individuals that Mr. Coleman was talking 
about and correspondence with Mr. Jackson or anybody 
else, perhaps you could show it to the witness, but 
if you don’t have such correspondence, you should 
also say that. 

MR. GICALE: I don’t have it with me. I’ll 
say that, but it’s not — 

MR. BEN-VENISTE: If you have a date in 
your notes, we can maybe help you. 

BY MR. GICALE: 

Q It’s not a piece of correspondence. Well, 
was there some point in time when you discussed -- 
did you discuss certain individuals who you were 
investigating that Paula Casey felt compelled to 
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recuse herself from, certain cases with respect to 
certain individuals that she felt that she — 

MR. BEN-VENISTE: Object to the form of the 
question. 

MR. BITTMAN: Do you understand the 

question? 

THE WITNESS: I apologize. I’m still 
thinking about your last question because I thought 
it was still open. 1 got confused by what was going 
on. 

BY MR. GICALE: 

Q Let’s finish the letters. 

A I’ve kind of lost my place. 

Q So have I. With respect to the letters, 
you had a discussion with her with respect to the 
exchange of letters, and I asked you whether or not 
you recall any of the letters. 

A Okay. All right. I’m not sure about the 
letters, but I know that Fletcher Jackson at some 
point indicated to me that Randy Coleman proposed 
that David Hale could work for us in an undercover 
capacity and that was also disc ussed in some 
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discussion I had with Paula Casey. At some point I 
was made aware that that was part of the discussion 
from Randy Coleman. 

Q And obviously, this had to be done before 
Mr. Hale was indicted? 

A That’s correct. Randy Coleman, I believe, 
was attempting to seek a delay of the indictment, a 
delay, and wanted — as part of the reasons for that 
delay, it’s my understanding from conversations with 
the U.S. Attorney’s office that he wanted the 
opportunity for David Hale to work an undercover 
scenario, a sting, whatever you want to call it. 

Q And what was the discussion you had with 
respect to that offer? 

A Well, I can tell you my discussion. It was 
two-part. Number one, still a factor to be 
considered was that coupled with this was, as I 
understood it, this desire by Randy Coleman to link 
that offer with potential immunity or misdemeanor, 
and from my standpoint, I rejected that out of hand. 

The other consideration for me was that I 
did not feel that based on the information I had, 
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that Hale could be as effective as Coleman thought in 
an undercover capacity. 

Q Why is that? 

A Based on the nature of the manner in which 
the search warrant of David Hale’s office was 
accomplished on July 21, it was my opinion that 
although the search had not been reported publicly 
prior to his indictment, that the persons close to 
David Hale would be aware that he was under FBI 
investigation, and that would diminish any chance for 
an effective undercover operation and would probably, 
in fact, generate exculpatory comments during any 
attempt to conduct consensual monitored conversations 
or investigations of that nature. 

Q Nov/, why would they have been aware of it? 

A When the search warrant was executed — 

MR. BITTMAN: Don’t go into too many 

details about that. Just generally, why do you think 
people would have been knowledgeable about the fact 
of the search warrant. 

THE WITNESS: Well, I mean I can go into 
some of the details I think. 
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MR. BITTMAN: I don’t want you to go into 

the details of the search warrant. I want you to 
tell him generally why you think that. If you can’t 
go into generally, I don’t want you answering the 
question. 

THE WITNESS: Because I had a conversation 
with a person other than David Hale in an attempt to 
execute the search warrant. 

BY MR. GICALE: 

Q And at least that person would have 
information or be tipped off to the fact that maybe 
there would be a warrant? 

A There were more than one. There was more 
than one person aware that we conducted the search 
warrant at more than one location. 

Q So you determined — as a result of that, 
you determined that he would not be useful in an 
undercover capacity? 

A I determined that I didn’t think it was 
likely that he would be able to effectively be 
utilized at the level that the FBI would have 
wanted. However, not knowing what he thought he 
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could do, I didn’t have any information that would 
make me think that he could. 

Q The issue of recusal, did there come a 
point in time when you discussed with Paula Casey 
whether or not she should recuse herself from the 
investigations that you were conducting? 

A Yes. 

Q When was that? 

A 1 believe in September, a Michael Johnson, 
who was a first assistant in Little Rock, told me in 
advance of a meeting that Paula Casey was considering 
recusing from this case or aspects of this case, 1 
can’t remember exactly what he said. 

Q And did he say why she was considering 
recusing herself from this case or aspects of this 
case? 

A I believe it was - well, I think he did 
say why, but 1 don’t remember for sure what he said. 

Q Now, when you’re referring to "this case," 
which case are you talking about? 

A The government fraud case involving David 
Hale. 

T78 

Q Was a meeting set up to discuss with Paula 
Casey — set up to give Paula Casey information — 

A Wait a minute, I might need to revise the 
answer I just gave you. I’m having difficulty -- 1 
think I had notified Chuck Banks’s office in August 
of 1992 that a referral was on its way from RTC, that 
1 had also communicated to the U.S. Attorney’s office 
in 1993 that referrals were on their way. And I 
believe Fletcher Jackson may have been aware that 
referrals were on their way, and this topic of 
recusal may have encompassed the Hale investigation 
and RTC referrals. 

Q RTC referrals including the ’92 referral, 
or just the nine subsequent referrals in 1993? 

A Well, I’m not sure I drew a distinction, 
so — I think — I’m not sure, because I don’t know 
what date the conversation about recusal took place. 

Q Well, it apparently took place after you -- 
did you obtain some information about the nine 
referrals from Jean Lewis in August of 1993? 

A I may have. 

Q Or did you obtain some information about 
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those referrals prior to actually receiving them in 
October 1993? 

A I may have. 

Q Did you obtain the names of individuals who 
would be mentioned as targets in those referrals? 

A Well, if I obtained information, I’m sure 
that it was the names of the individuals who might be 
mentioned as targets, but I can’t remember — I can’t 
remember that I did or didn’t. I think it’s more 
likely 1 did. 

Q Well, did there come some point in time in 
September of 1993, and I’m going to direct your 
attention to September 23 and September 24 when you 
discussed some specific individuals with Paula Casey 
who might be either targets or material witnesses in 
your investigations? 

A That was September — 

Q 23 or 24, 1993. 

A Yes, I believe so. If 1 have written 
something that you have, that would help me. 

MR. BITTMAN: Let’s take a quick break. 

(Recess.) 
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BY MR. G1CALE: 


Q Back on the record again. 

Going back to August 20, 1993, I’m going to 
show you a copy of a document numbered 1542 through 
1543, and this is a memo from Steve Irons to SAC 
Little Rock with respect to an investigation. 

A I’ve reviewed this. 

Q At that point in time, did you advise the 
SAC Little Rock that you had advised the SSA Kendrick 
in Washington that your office might open a case on 
Madison Guaranty prior to receipt of the referrals 
due to information developed, and you refer to the 
captioned matter, and I take it that’s the matter 
referred to, the subject matter of the memo; correct? 

A Right. 

Q And did you further state that you had 
advised Kendrick that the captioned matter had 
resulted in a subject mentioning individuals common 
to the October 1992 RTC referral? 

A Yes. Yes, I state in here that a subject 
mentioned individuals common to the October 1992 RTC 
referral and that refers to this referral known as 
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Q Now, in that memo you also refer to a 
Little Rock attorney that had traveled to Washington 
on that date. Did you learn who that Little Rock 
attorney was? 

A I learned from Fletcher Jackson that a 
Little Rock attorney was attempting to travel to 
Washington and in subsequent conversations he advised 
me that that was Richard Mayes. 

Q Was he a partner to Randy Coleman? 

A No. 

Q Was he representing Mr. Hale at that point? 

A Well, not to my knowledge. 

Q Now, referring your attention to a document 
marked for identification as 7719 through 7727, and 
this is a teletype dated September 17, 1993 to the 
director from FBI Little Rock. What was the purpose 
of this teletype? 

A Let me take just a moment to review this. 

MR. PIERSON: Off the record. 

(Discussion off the record.) 

BY MR. G1CALE: 

182 

Q Directing your attention to exhibit -- 
withdraw that. 

We’ve indicated that we are at this point 
in time not discussing exhibit number 7719 through 
7727 after some discussion with the Independent 
Counsel. 

Now I’m going to direct your attention to a 
document numbered 1545. It’s a document dated 
10-1-93 to the SAC Little Rock from SSA Steve Irons. 
You’ve had a chance to review that memo; correct? 

A Yes. 

Q Now, was the purpose of that memorandum to 
advise the SAC about a meeting that you had in Paula 
Casey’s office with respect to her recusal? 

A The purpose was to memorialize what had 
occurred at the meeting. All of the memoranda, with 
some few exceptions, are addressed to the SAC. 

That’s just the format we use. It doesn’t mean that 
this was -- this was as much for a record to the file 
as it was to specifically notify the SAC. 

Q Okay. And the meeting you are referencing 
is a September 24, 1993 meeting; correct? 
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A That’s correct. 

Q It was held at the U.S. Attorney’s office 
in Little Rock; correct? 

A That’s correct. 

Q Who was present at the meeting? 

A Paula Casey, Assistant United States 
Attorney Michael Johnson, AUSA Fletcher Jackson, ASAC 
Whitehead, Special Agent Reign, Financial Analyst 
Hall and myself. 

Q And what was the objective of the meeting? 

A The memo reflects that were two objectives, 
which is consistent with my recollection. 

Q What was the first? 

A The first one listed in the memo which was 
of interest to United States Attorney Paula Casey was 
to make a determination if she would have to recuse 
herself from — the memo reads "the matter," that 
would refer to the government fraud case, due to her 
close friendship with Jim Guy Tucker, Seth Ward and 
Steven Smith. And another objective was for the 
Bureau to discuss some objections it had, suggestions 
in regard to how the investigative efforts could be 

184 

better coordinated. 

Q With respect to the first objective, did 
you take an opportunity to describe in some detail 
the involvement of Tucker, Ward and Smith in the 
investigation? 

A Yes. Based on my review of the memo, both 
myself and AUSA Jackson discussed the involvement of 
Tucker, Ward and Smith. 

Q Now, again with respect to which 
investigation? 

A The investigation of David Hale and his 
company, the government fraud investigation. 

Q And as a result of your describing the 
involvement of Tucker, Ward and Smith, what did U.S. 
Attorney Casey agree to do, advise that she would do? 

A USA Casey advised she would have to recuse 
herself and only had to decide the best time to do 
so. 

Q Now, at some point in time did she ~ do 
you want a moment? 

A Yes, if 1 could have a moment. 

(Pause.) 
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Q So as a result -- so as a result of 
supplying some information to USA Casey, she 
indicated she would recuse herself and only had to 
decide the time to do so; correct? 

A That’s correct. 

Q Why did she indicate to you that the timing 
was of concern to her? 

A P1I read from the memo. "She referenced 
claims made by subjects David Hale and media outlets 
that she was being unfair due to her political or 
other affiliations. While she resented those 
accusations and realized recusing herself might be 
misinterpreted by some as giving merit to Hale’s 
accusations, Casey felt she must not hear any details 
concerning the above individuals. However, she saw 
no immediate need to publicly advise of her recusal 
and preferred to wait until a more opportune time 
from a public relations standpoint. AUSA Johnson 
also discussed the possibility the Department of 
Justice would take all or part of the case due to the 
mention of Bill Clinton by Hale." 

Q By this point in time there had been some 
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allegations in a newspaper that Hale apparently had 
made with respect to Bill Clinton and Jim Guy Tucker 
and some others; correct? 

A That’s correct. 1 think that the first 
article I’m aware of was around the date of his 
indictment, September 23, specifically an interview 
with someone that was printed in the Little Rock 
newspaper. 

Q Now, 1 know that you’ve just read this, but 
does that refresh your recollection as to what her 
rationale for not recusing at that particular point 
in time was, publicly? Not publicly recusing at that 
point? 

A There was -- well, 1 think as the memo 
states, that she didn’t want to be — appear to be 
caving in to Hale or take any action that made it 
appear that she was in agreement that she was being 
unfair. 

Q Now, do you know whether she was advised 
that these individuals, Tucker, Ward and Smith, were 
subjects in August of 1993 or earlier in September 
1993? 
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A No, 1 don’t remember that right now. 

Q Do you know whether or not she stated to 
you prior to this discussion that if Tucker was 
mentioned, she did not want to hear any details with 
respect to any investigation involving him? 

A 1 don’t remember if she said that before 

this. 

Q In any event, then, do you recall whether 
or not she excused herself from listening to any 
further details with respect to this investigation at 
this point? 

A To my knowledge, in this meeting after she 
made those comments and after the FBI had talked 
about some investigative concerns, she left the 
meeting, and myself and ASAC Whitehead left the 
meeting and Michael Johnson, Fletcher Jackson, Agent 
Reign and Financial Analyst Hall remained behind to 
discuss the investigation. 

Q Was it your understanding, then, after this 
meeting that with respect to these individuals, she 
had recused herself and that she would not 
subsequently receive detailed information with 

188 

respect to them or any investigation relating to 
them? 

A What she advised is that while she had not 
publicly announced her recusal, she had effectively 
recused herself internally within her office and 
would not receive information. 

Q Now, from September 24, 1993 forward, do 
you know whether or not that was the case, whether or 
not she did receive additional information with 
respect to these individuals? 

A I’m not aware of her receiving information. 

Q Do you know whether or not she received the 
nine additional criminal referrals? 

A I don’t know if she personally saw those 
referrals. I think her office may have received 
those referrals. 

MR. BEN-VENISTE: Really, I have to object 
to asking this witness, since Ms. Casey has been 
deposed over an extensive period of time. We have 
all of her files. It’s really not necessary to learn 
from this witness. 

MR. GICALE: Well, to the extent — his 
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testimony is relevant to the extent that she received 
any additional information at a point in time after 
she says at least to him that she has recused and 
other things occurred. * 

THE WITNESS: I recall meeting with Michael 
Johnson to discuss the additional referrals, and 
Paula Casey was not present. And it’s my impression 
that she was not involved in those meetings with FBI 
personnel. 

BY MR. GICALE: 

Q Did you become aware at some point in time 
in early October that the director of the FBI had 
indicated that he thought that she should recuse 
herself from these matters? 

A No. I don’t recall that. 

Q What is the next time you had some contact 
to Jean Lewis in this investigation after — in 
September or October of 1993? 

A After this meeting of September 24? 

Q Yes, to the extent you can remember. 

A I remember that the referrals were received 
around October 15. I don’t remember a specific 
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conversation with Jean Lewis in connection with the 
receipt of those referrals, but it’s possible they 
were preceded in their arrival by a telephone call. 

Q Did you subsequently become aware of ~ 

A I think also I would like to add, during 
that time and from referring to this memo of 
October 1, and it refreshes my recollection, the FBI 
was trying to obtain documents from Madison Guaranty 
Savings & Loan, and there may very well have been 
communications between myself and Jean Lewis, or at 
that point it may have been persons under my 
supervision and Jean Lewis. I just can’t recall 
specific -- 

Q Do you recall a point in time in late 
October when Paula Casey sent a letter declining the 
original referral, the 1992 referral? 

A Yes. 

Q Did Paula Casey — well, withdraw that. 

How did you learn that Paula Casey had declined that 
referral? 

A In a telephone call with Paula Casey. 

Q She had discussed the matter with you prior 
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to declining it? 

A She discussed — she advised me that she 
intended to send a letter, and I believe that she 
quoted some parts of the letter to me over the 
telephone. 

Q Now, aside from quoting those parts of the 
letter to you over the phone, what did she say to 
you? What did she say to you? 

A She told me that Jean Lewis had been in 
contact with her concerning the status of this 
referral, 0004. She told me that the Department of 
Justice had apparently ~ and I don’t know if she 
said had declined that referral or said something to 
the effect that they would understand if Little Rock 
United States Attorney’s office did, and she was 
adopting that position and was going to so notify 
Jean Lewis. And we had a discussion as to — she had 
a discussion with me as to whether that would 
negatively impact our current efforts at Madison. 

Q And what was your response? 

A I told her it would not. The letter, as I 
recall, advised Jean Lewis that this was something 
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that had been resolved or examined prior to Paula 
Casey being named. 

I talked with Paula Casey about the fact 
that the nine subsequent referrals basically 
re incorporated a lot of the allegations of 0004. I’m 
not sure they listed the Clintons as witnesses. And 
I sought assurance from Paula Casey that her 
declination did not mean that we would not consider 
the information contained in 0004 as part of the 
investigation that would be conducted, and she agreed 
with that and in her letter 1 believe said that if 
information was received in the future, that she 
would reconsider her position as related to that 
referral. 

There was also a paragraph in there at the 
end about access to records. To put this in context, 
we were having a difficult time obtaining records 
from RTC at the time, and 1 think Paula Casey’s 
explanation was two-part. 

One is that this was a decision that other 
experienced people had apparently reached, that 
giving Jean Lewis this answer did not indicate any 
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diminution of the efforts of her office in the 
investigation of Madison, and this was also intended 
to be somewhat of a signal to the RTC that if they 
were going to send us referrals, that they should 
provide us access to records so we could effectively 
investigate the referrals. 

Q So by virtue of this discussion, you did 
not believe your investigation with respect to the 
first referral was concluded but rather became part 
of the other nine referrals; correct? 

A That’s correct. 

Q That they were related? 

A Well, the investigation of Madison would 
include any information we had about Madison from any 
source, so that would obviously include 0004. The 
0004, by Jean Lewis’s own description in some 
conversation with her previously, was her response to 
our telephone conversation in October of ’92 where 1 
said it would be helpful to us to have more detailed 
referrals, and her description of those nine 
referrals, before we received them, is that these are 
much more detailed referrals concerning Madison. 
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Q In an attempt at trying to be responsive to 
your request in October of 1992? 

A Well, yeah. I mean, you could ask her, but 
it was to — one of the things 1 discussed with her 
was that further details would have been helpful back 
at that time, and these referrals were certainly more 
detailed. 

Q In any event — 

MR. BEN-VENISTE: Is this an optical 
illusion or is the pile of documents in front of you 
with which you are going to question the witness 
larger than it was previously? 

(Laughter.) 

MR. G1CALE: No, it’s not larger. But I’m 
at November 9 almost, so it’s almost over. It’s 
almost over. 

THE WITNESS: Shucks. 

BY MR. GICALE: 

Q So then, therefore, you had no objection to 
the letter because from your perspective you — 

A 1 told her I had no objection because she 
had assured me that it did not mean that if we 
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developed information as part of our investigation 
that included and related to allegations in 0004, 
that it would still be pursued. 

Q Now, at some point subsequent, you learned 
apparently that Paula Casey was asked to recuse 
herself or had a meeting in the Department of Justice 
in Washington and was asked to recuse herself from 
these matters? 

A Yes. 

Q And she in fact did, and Mr. Mackay was 
appointed to take over the investigation of the 
matter; correct? 

A That’s correct. That’s correct. 

MR. G1CALE: I just need one minute. Off 
the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Now, between the time that you discussed 
the plea offer in the letters between Mr. Coleman and 
Ms. Casey and Mr. Johnson in September 1993 and the 
time period when Mr. Mackay took the investigation 
over, were there any other discussions with respect 
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to a plea with respect to Mr. Coleman and Hale? 

A Yes. 1 believe that around November 8 
there was what somebody, Michael Johnson maybe or 
Paula Casey, described to me in terms of a surrender 
meeting, and they felt they were close to reaching a 
plea agreement with David Hale. And at that point, 
it had not been announced that Paula Casey was 
recused and was being replaced by DOJ. And I think 
as a matter of — she expressed to me that as a 
matter of personal pride, she would like to obtain 
that plea prior to recusing herself. 

Q However, those negotiations did not 
continue in light of her recusal, I take it? 

A They did not. They did not. She was no 
longer in a position to negotiate on behalf of the 
government. 

Q And 1 take it by that point in time, you 
had received copies of the other nine referrals and 
you had incorporated those into your investigation? 

A Yes, those were incorporated into our 
pending investigation. 

Q Were there any other plea discussions 
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between that period, September 1993 and November 8, 
that you’re aware of? 

A No. 

MR. GICALE: I have nothing further at this 

point. 

MR. BEN-VENISTE: In the remaining half 
hour before our agreed-upon break this evening before 
we resume, I would like to ask some questions 
relating to the inception of the investigation by 
Ms. Lewis, to the extent that you first learned about 
it. 

EXAMINATION 

BY MR. BEN-VENISTE: 

Q If I understand you correctly, in late 
March or early April of 1992, you were advised that 
Ms. Lewis had been directed by someone in her agency 
to review the Madison files; is that correct? 

A Correct. 

Q And she soon thereafter visited the FBI 
office in Little Rock to confer with Gary Aaron, who 
was the case agent for the prior trial of 
Mr. McDougal and others? 
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A Correct. 

Q You had not been in the Little Rock office 
at the point of Mr. McDougal’s trial; right? 

A That’s correct. 

Q But if I understand your testimony, it 

appears that you were a highly experienced 
white-collar crime investigator with over a decade of 
experience with the FBI investigating white-collar 
offenses? 

A I’ve stated my background. 

Q With respect to your specific involvement 
in reviewing RTC referrals, would it be fair to say 
that you had reviewed, up until the time you dealt 
with Ms. Lewis, scores and scores of such referrals? 

A No, that would not be correct. 

Q Okay. Well, then in terms of your 
experience with bank fraud investigations, could you 
explain what that was? Sometimes it’s not helpful to 
try to save time. 

A I had worked bank fraud cases for a period 
of several years, had worked on a bank failure case 
prior to being named supervisor of the white-collar 
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crime squad, and as the supervisor, I was responsible 
for opening all the bank fraud cases for which 
complaints were received in Little Rock. And as part 
of that process, I would review the referral from 
FDIC or whatever the regulatory agency was. 

Q And can you say how many bank fraud 
investigations you had been involved with as an FBI 
agent prior to late 1992? 

A Is your question both as a supervisor and 
as an investigator? 

Q Yes. 

A I would have to approximate. I would say 
at least 100. 

Q Now, Ms. Lewis told you that she had spoken 
with Mr. Aaron about the earlier investigation and 
trial; is that correct? 

A I believe that is correct. 

Q And the conversation which you had with 
Ms. Lewis at that point was in your office? 

A I’m not sure of that. It could have been a 
telephone conversation. 

Q And was she asking you for something? 
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A I don’t remember. 

Q At that time, had you spoken to Ms. Lewis 
before? 

A Yes. 

Q And that had occurred back in December of 
1991, hadn’t it, when she was party to conversations 
wherein the FBI office in Little Rock helped 
prioritize, at least from the FBI’s standpoint, what 
their interest was in criminal investigations 
involving bank fraud in that area? 

A I had discussed with her our suggestions 
for what the priority for their review of failed 
institutions should be, yes. 

Q And how did you arrive at your priority 

list? 

A Well, based on several factors, one of 
which I alluded to earlier, and that is a desire at 
that time on the part of the Department of Justice to 
recover monetary fines and penalties when possible. 

I obtained from RTC a list of failed institutions for 
which they intended to conduct examinations. I 
excluded from that list institutions for which there 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6875 


201 

had already been investigations conducted by the FBI 
in Arkansas. 

1 then considered the date of failure of 
the institution, which gave me a rough estimation of 
the statute of limitations, and considered the amount 
of dollar loss for the institutions. I also 
considered any informant information, confidential 
source information I was aware of. 

Q That kind of folded into the question of 
whether the FBI generally had information about 
whether the banks were clean or dirty? 

A On one of the institutions for certain. 

Q Let me show you what has been Bates stamped 
4594 and ask whether this is a referral schedule that 
incorporated the kind of priorities that you had just 
described. 

(Witness reviewed the document.) 

A Yes, this is accurate. This refreshes my 
recollection that I did have an interest besides two 
particular institutions and yet another one, which is 
Capital Savings & Loan, and that’s an institution 

that 1 had investigated prior to being promoted as 
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supervisor. And I was asking her assistance in that 
one because it might help our trial effort. 

Q Now, with respect to the priorities list, 
can you say which of the institutions that are 
reflected on 4594, which also has a designation S/AT 
50, which of those Ms. Lewis, to your knowledge, in 
1992 had primary responsibility for? 

A Well, based on my conversations with her as 
of the middle of March of 1992, she had been 
concentrating her efforts on, 1 believe, Savers in 
Little Rock and First Federal in Little Rock. As of 
sometime in mid-March or early April of ’92, her 
focus shifted to Madison in Little Rock. 

Q Now, I take it that shift was not at the 
direction of anybody involved in either the 
Department of Justice or the FBI; is that correct? 

A Not that I’m aware of. 

Q Now, in terms of Savers of Little Rock, 
what was the reason that that was high on the list of 
your priorities? 

A I had received what I considered to be 
reliable information that it was an extremely dirty 
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institution. 

Q And what about the size of loss that the 
bank had experienced? 

A 1 don’t remember the size, but 1 know that 
with Savers and First Federal, one of them is 
approximately $950 million, and I think the other one 
is like 750 million. 

Q Yeah, I think you’ve got the numbers right 
for First Federal being the largest, the larger of 
those two, and Savers being second. 

So let me ask you about First Federal of 
Little Rock. That was clearly a priority on your 
list as well; is that right? 

A Yes, and — yes. 

Q And what were the reasons for that, aside 
from the near billion dollar loss? 

A I can’t recall now if I had specific or 
general information about it being a dirty 
institution, but 1 would — it could have been that I 
was aware — 1 don’t know. Basically, I’d say that 
the thing 1 recall was the amount of money. 

Q Let me see if this refreshes your 
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recollection with respect to the amount of money. 1 
hesitate to put words in your mouth, but since we 
have a document which was prepared by you, I’ll show 
you FBI 528 on the point of the two failed 
institutions that you had identified. 

A I see this. 

Q And is that consistent with your - does 
that refresh your recollection as to the size of the 
losses at First Savings and Savers Savings? 

A Yes. 

Q That was 900 million First Savings and 630 
at Savers Savings, according to your contemporaneous 
communication of 16 October ’92? 

A Based on the information I had, those were 
figures that this been publicly released as loss 
figures. There may have been disagreement between 
agencies involved, but that was a figure that 1 had 
seen publicized. 

O Now, in terms of the priorities that you 
have described here today that the FBI was employing 
both in connection with its own investigative 
priorities and rationale, as well as the additional 
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Congressional input that had been received that you 
have testified about, can you say whether in view of 
the size of the loss of Madison and the likelihood of 
obtaining any sort of funds from the individuals who 
may have been responsible for the losses, whether 
that would have ranked high on the list of 
priorities? 

MR. BATES: As of what date are we asking 

this? 

BY MR. BEN-VENISTE: 

Q Late 1992. 

A Well, by late ’92 we had received a 
referral, so that would have changed my opinion on 
the list of priorities. At the time that list of 
priorities was determined, the referral had not been 
received and I was acting on a combination of any 
information 1 had about an institution being dirty 
and the size of the loss. 

And as 1 think I previously said, 1 had 
made an assumption that an institution that had been 
the subject of previous prosecutive effort would not 
be as desirable to the United States Attorney’s 
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office and those had been discounted on my list. 

Q Right. So that had not someone else 
reordered the priorities, you would not have done so 
on the basis of information that you knew up until 
late 1992? 

A I’m not sure 1 can say that. 

Q Well, let me put it another way. When 
Ms. Lewis received whatever directive that she said 
she received in March or April of 1992 to begin her 
investigation of Madison, was there any reason that 
you knew of based on the criteria that you have 
described as to why Madison would be bumped ahead of 
the other institutions that you had discussed with 
Ms. Lewis and others at the RTC? 

A You’re asking prior to March of 1992? 

Q Right. 

A I’m not aware of any reason. 

Q Can you provide any reason as to why the 
RTC would have done so, other than the fact that 
there had been this newspaper story that had come out 
that had linked Governor Clinton to the Madison Bank 
and its principals? 
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A Well, I can’t speculate as to why RTC did 
what they did, other than to repeat that Jean Lewis 
told me that her superiors had redirected her to 
Madison based on a newspaper story. 

Q So in your conversation with Ms. Lewis, she 
referenced the newspaper story? 

A I am fairly certain she did. I’m not 
absolutely positive. 

Q Now, from the time that you first had your 
conversation with Ms. Lewis when she wanted to 
interview Mr. Aaron and look at documents in the 
Little Rock area until you received the first 
referral from her, approximately how many times were 
you in contact with her about her progress in 
connection with the referral? 

A I think today I’ve testified to probably 
two or three or four contacts, and I’ve testified to 
all the contacts that I recall. 

Q And had you had contact with Ms. Lewis 
about other institutions which you had previously 
prioritized during that interim period? 

A Yes. 
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Q And could you provide in summary form what 
you had discussed with Ms. Lewis about those other 
institutions in that time frame, from March to, let’s 
say, the end of August? 

A Well, on at least one occasion during that 
time frame, I noted to her that I had made a previous 
request that Savers and First Federal be addressed. 

Q And what did Ms. Lewis respond to you? 

A She advised that her superiors had directed 
her to shift her efforts to Madison. 

Q So did she say whether anyone had been 
assigned to the Savers or First Federal matter since 
she had been reassigned to Madison? 

A She did not. She was, I believe, the only 
examiner. RTC did not have a lot of investigators - 
investigators, not examiner, for our region, and she 
may actually have covered a couple of states, so I 
don’t know that she would have had to say anything. 

I was not aware there was another examiner 
available ~ or investigator available to look at 
those, so the impression I had is that she would have 
to get to them later. 
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Q Now, was there a prosecution of anyone 
associated with Savers? 

MR. BATES: Could we limit the answer to 
that up through January of 1994? 

MR. BEN-VENISTE: No, no, up to and today, 
whether there’s been an indictment. 

MR. BATES: Anything public, that’s fine. 

THE WITNESS: I’m not aware of anything 
that may have occurred before I became the supervisor 
and became aware of what was going on in Little 
Rock. There may have been a recipient of a loan at 
Savers that was prosecuted, but I’m not aware of any 
indictments as a result of an RTC referral since 
1992. 

BY MR. BEN-VENISTE: 

Q Right. So from 1992 until today, to the 
best of your knowledge, no one associated with 
running that institution or substantially dealing 
with that institution has been indicted for any fraud 
that may have occurred in that institution? 

A That’s correct. I’d have to qualify, 
related to activities in that institution. There may 
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be individuals that were related to more than one 
institution. 

Q Okay. Now, is it correct that at some 
point, you asked what was happening to these other 
institutions so that you would be apprised of whether 
you were going to get any assistance from the RTC 
with respect to them, aside from the conversation 
you’ve indicated? 

A Well, there was — I asked our headquarters 
in the fall of 1992 to inquire at a headquarters 
level at RTC in Washington as to when we might expect 
referrals. 

Q And was that because you weren’t getting 
anywhere in terms of your own efforts to get the RTC 
to focus on the institutions you thought warranted 
investigation? 

A Yes. 

Q And by asking the agency more or less at 
the top levels to contact the RTC more or less at the 
top levels, you felt that you might get something 
going in a positive way where you felt you’d been 
stalled? 
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A Well, I don’t know that I would say we’d 
been stalled. RTC had made a decision to redirect 
Jean Lewis to Madison. A referral had been received 
for Madison. The United States Attorney had 
basically put this matter in an inactive status, it 
was in abeyance. Based on that, while that may not 
have been communicated to RTC, 1 wanted RTC to move 
on past the Madison referral and work on other 
matters. 

Q Were you interested in obtaining any 
documentary information that Ms. Lewis might have 
come across or the RTC might have come across in 1993 
relating to Savers Savings and more specifically 
relating to any allegations of fraud involving Savers 
Savings? 

A I don’t recall that, 

Q Do you recall whether you would have been 
interested in receiving any such information? 

A We’re always interested in receiving any 
information. 

Q If, for example, somebody had come to the 
RTC or to Ms. Lewis and said "I know about fraud in 
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that institution, I’ve dealt with the people who have 
conducted the fraud, I have a bunch of documents that 
I would like to give to you," would you have liked to 
have known that fact contemporaneously? 

A It would not have displeased me. 

Q Would it have displeased you if you knew 
that Ms. Lewis had received such information from 
such a person and had not communicated that to you in 
1993 prior to the time that you sent your memo along 
to Washington? 

A Well, you’re asking me to speculate on what 
I would have thought back then. 

MR. GICALE: And I object to the 
speculation. I mean if he knows that it happened and 
he’s got some comments or some thoughts that he 
expressed to her as a result of it -- 
BY MR. BEN-VENISTE: 

Q Okay. Let me put it another way. As you 
sit here today, have you learned from any source that 
Ms. Lewis received such information from such a 
person as I have described earlier relating to Savers 
Savings? 
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MR. BATES: Technically, the deposition is 
limited to the knowledge he had as of January 1994 on 
some subjects and November 1993 on other subjects. 

MR. BEN-VENISTE: I don’t think it applies 

to this. 

MS. SIMONTON: I would like to talk to him, 
then, to see if we’re getting into an area concerning 

a confidential source or pending investigation of the 
FBI, because I don’t know the answer to the question, 
and it’s conceivable — 

MR. BEN-VENISTE: What I’m asking again is 
whether Agent Irons received information from any 
source that Ms. Lewis had obtained such documentary 
information from such an inside type of person in 

1993 or whether such information would come as a 
surprise to him, even today. 

THE WITNESS: Wait a minute. You asked me 
about 1993 and then you said today. I’m getting 
confused on the time. 

BY MR. BEN-VENISTE: 

Q Would it come as a surprise to you even 
today? You said you didn’t know about it in 1993. 
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(Discussion off the record.) 

THE WITNESS: As I sit here today, I don’t 
know if she received information. 

MS. SIMONTON: Makes it a lot easier if I 
can find out what the answer is. 

MR. BEN-VENISTE: From Agent Irons’s prior 
answers, I suspected that that was the case and 
indeed from the basis of the information that I 
have — 

THE WITNESS: I would like to add that I 
didn’t advise Jean Lewis of FBI source information, 
and I would always be glad, as I said, not 
displeased, to receive it from them. I wouldn’t have 
felt like that they had an affirmative obligation to 
tell me as soon as they got it. 

BY MR. BEN-VENISTE: 

Q Well, let me continue on and see how you 
would feel under this fact scenario, where Ms. Lewis 
had received such information regarding Savers 
Savings, had received the documents that the 
individual providing the information said would 
establish fraud and had written a letter to an 
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Assistant United States Attorney, commending that 
individual for cooperating in connection with 
providing that information, and you still hadn’t 
received any knowledge of that. Would that disturb 
you as you sit here today? 

A What’s the story on the "as I sit here 
today"? I need to know this. 

Q You’re sitting here today. Would you be 
disturbed to know that Ms. Lewis had received 
information from an individual who had approached her 
as an RTC criminal investigator and provided her with 
documentary information regarding Savers Savings and 
fraud at that institution, and had written a letter 
to an Assistant United States Attorney, commenting 
upon the cooperation that that individual had 
provided to the RTC? 

MR. BATES: I think we’re going to limit 
this deposition to what the scope of our agreement 
is, and this seems to me to be outside the scope of 
the agreement, particularly since the question 
doesn’t even ask what he knew at any time, it just 
asks for a speculation as to how he would react today 
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to something if it were true, and certainly that’s 
beyond the scope of a deposition, the agreed-to 
contours of which are his knowledge as of a specific 
date almost two years ago. 

MR. BEN-VENISTE: Well, we’ve established, 

I think, that Agent Irons as he sits here today had 
not heard of this series of events. 

MR. GICALE: And therefore he has no 
knowledge. And 1 mean 1 would agree, l mean I just 
believe that this is not relevant and it’s beyond the 
scope. We’re talking about speculating. He’s 
already admitted he — 

BY MR. BEN-VENISTE: 

Q Let me put this a different way. In view 
of the communications that you have made in 1991 and 
again in 1992 about your interest in the RTC 
pursuing, among other things, an investigation of 
Savers Savings, would you not have expected Ms. Lewis 
to advise you if she had received documentary 
evidence from an insider who claimed to have evidence 
of fraud at Savers Savings? 

A I would not have been displeased. 
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MR. BEN-VEN1STE: It’s 5:00. Pursuant to 
our earlier agreement to try to, if we can, finish 
this investigation this evening, we’re going to 
adjourn until 7:00. 

(Whereupon, at 5:04 p.m., the deposition 
was recessed, to be reconvened at 7:00 p.m. this same 
day.) 


217 


, 218 
' EVENING SESSION (7:10 p.m.) 

2 Whereupon, 

3 STEVEN D. IRONS 

4 resumed the stand and, having been previously duly 

5 sworn, was examined and testified further as follows: 

6 EXAMINATION (Continued) 

7 BY MR. BEN-VENISTE: 

8 Q In your memorandum which has been Bates 

9 stamped 1529, it’s dated August 26, 1992, you were 

10 advised by Ms. Lewis, you say, that referrals on 

1 1 Savers Federal Savings would be provided within 

12 several months. Do you recall that? 

13 A Yes. 

14 Q In addition, you mention again First 

15 Federal as being a priority institution for you for 

16 RTC to assist you; is that correct? 

A That it continued to be a priority as we 
18 had indicated to them earlier. 

1^ Q 1 would like you to comment on page 3 of 

20 the same memorandum in the first paragraph where you 

21 say "many of the failed Arkansas institutions have 

22 been closed for periods approaching five years. Per 
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1 bureau instructions to all offices as set forth in a 

2 directors teletype to all offices dated 5-1-92, 

3 captioned ’Financial information fraud and failure 

4 matters,’ Little Rock has not opened fraud cases on 

5 failed institutions absent an official referral.” 

6 You go on to say "liaising has already been 

7 affected with the regulatory agencies that audited 

8 the institutions who advised they would have referred 

9 any questionable activity at the time of their 

10 audits. Little Rock is not in a position to 

1 1 influence the manpower assigned by RTC to author such 

12 referrals nor the speed at which the work is 

13 conducted." 

14 Why was it that you included that 

15 paragraph? 

16 A Little Rock was in a situation where we 

17 were underutilizing agents in the area of financial 

18 institution fraud investigations. That did not mean 

19 that we were not utilizing the agents. It just meant 

20 they had been reprogrammed to other areas of 

2 1 white-collar crime. 

22 This is an explanation to our headquarters 
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1 that Little Rock has done all — Little Rock feels 

2 like it’s done all it could within its power to 

3 attempt to obtain work on cases it can investigate. 

4 And I think this demonstrates that the lack of bank 

5 fraud cases was not due to a lack of desire or 

6 initiative on the part of Little Rock. 

7 Q Now, was it the case that you felt 

8 constrained as a supervisor of agents in white-collar 

9 and financial crimes in the Little Rock office by a 

10 policy that did not allow you to initiate the 

1 1 investigation into failed banks until such time as 

12 you received information from regulatory agencies 

13 relating to those institutions? And in that regard, 

14 let me ask you to look at the last paragraph on page 

15 4 of your memorandum. 

16 (Witness reviewed the document.) 

17 A Your question is did 1 as Little Rock’s 

18 supervisor feel constrained from pursuing cases 

19 absent referrals from my regulatory agency? 

20 Q Yes. 

21 A The answer is yes, I was constrained. 1 

22 believe that not too long after the date of that, 
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headquarters may have changed its policy. 

Q Now, I picked two out of a number of 
institutions which had been prioritized in the memo 
that I had shown you earlier as examples, but let me 
ask you, Ms. Lewis said that a referral would be 
coming from Savers within several months. This 
memorandum was written in August of 1992. 

Did you ever receive a criminal referral 
with respect to Savers? 

MR. BITTMAN: Well, can we limit it to 
through January 12, ’94? 

MR. BEN-VENISTE: Well, I think on that 
one, yes. 

THE WITNESS: I don’t believe so. 

BY MR. BEN-VENISTE: 

Q And did you ever receive a criminal 
referral regarding First Federal? 

A Through January of 1994, I don’t believe 
so. 

Q Was there an indication that in addition to 
talking with you about an anticipated referral on 
Madison, that you learned that - strike that. 
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As of mid-August, if I understand your 

2 testimony, mid-August of 1992, you had learned from 

3 Ms. Lewis that her supervisors had given her a 

4 deadline of August 31, 1992 to complete a criminal 

5 referral on Madison Bank. Was that the case? 

6 A Yes, sir. 

7 Q What did this mean to you in terms of that 

8 information? What did that information convey to 

9 you? 

10 A It conveyed to me that 1 could expect a 

1 1 referral on or about the 3 1st of August. 

^ Q What did it convey in terms of what was 
13 going on at the RTC? 

^ A That Jean Lewis’s superiors wanted her to 

15 furnish the referral by the end of August. 

16 Q Did that imply anything beyond Jean Lewis’s 

17 superiors? 

18 MR. GICALE: Objection. Unless he knows or 

19 has some information. I mean I don’t think there’s a 

20 foundation for him to answer a question like that, 

21 BY MR. BEN-VENISTE: 

22 Q You can answer. 
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A The only information I have is what Jean 
Lewis told me, and that is that she had an internal 
deadline of August 31. 

Q So you didn’t feel one way or the other 
about whether this went any further than Jean Lewis’s 
superiors, immediate superiors? 

MR. GICALE: You know, again I would 
object. I mean his feelings are irrelevant. He’s 
got to base what he knows — 

MR. BEN-VENISTE: It may be to you, but 1 
care deeply about Agent Irons’s feelings. 

MR. GICALE: His feelings with respect to 
that deadline. 

THE WITNESS: I’m sorry. Ask the question 

again. 

BY MR. BEN-VENISTE: 

Q Did what she was telling you imply anything 
in your mind about anything beyond her immediate 
superiors? 

A I can’t say that I can make an implication 
based on that. 

Q Okay. Were there other things that she was 
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telling you that gave you reason for concern? 

A Yes. 

Q And what were those? 

A She had made a comment that the referral — 
she had passed up a job opportunity to work on the 
referral and that it might change the course of 
history. 

Q What did that mean to you in terms of your 
concerns? 

A Well, that meant to me that Jean Lewis felt 
like the referral was going to — was going to point 
out information concerning the high profile people 
that she talked about before, i.e., the Clintons, and 
that she felt like that when it was received, that we 
would feel like it was important information. 

Q Did it make you feel like she was very 
heavily invested in this referral going somewhere? 

A Well, I felt like Jean Lewis, this was 
probably the biggest case as far as high profile 
people that Jean Lewis had been involved in, and she 
had a commensurate level of excitement or interest 
because of that. 
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Q In terms of listing who the witnesses might 
be in a situation where a criminal referral comes in, 
does the FBI need to know from the criminal 
investigator at the RTC necessarily in the criminal 
referral who the witnesses might be? 

A If I recollect, the referral is a form, and 
it has areas both to list suspects and witnesses. 

Q Did you feel that you needed to know the 
witnesses in that case on some form? 

A Well, I don't know that I considered what I 
needed to know on the form. I just accepted the 
form. 

Q Well, let’s talk about what made it so 
sensitive. If the Clintons hadn’t been listed as 
witnesses, would that have ratcheted down the level 
of sensitivity some? 

A If I knew that the Clintons were witnesses 
and they simply weren’t listed as witnesses on the 
form, there would still have been a level of concern 
for me. The fact that they were listed on the form 
and the form had been sent to several places meant 
that the potential for disclosure was increased in 
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that a person who wasn’t aware of their involvement 
without reading it on the form would become aware of 
that. 

Q What does it mean to be a witness to a 
check-kiting? 

A I think in my view to be a witness is to be 
somebody who can furnish information about activity 
that occurred. 

Q Was there any information contained within 
the referral itself that would indicate that the 
Clintons were indeed witnesses to the check-kiting? 

A Based on the review that I testified I 
conducted earlier, I wasn’t able to determine any 
information that I felt indicated they were. 

Q And coupling the review and analysis of the 
substantive information, as you’ve done regarding 
this, with what Ms. Lewis was saying about changing 
her career plans, giving up another job and thinking 
that her involvement with this referral might change 
history, did you think that the potential was there 
for Ms. Lewis to perhaps exaggerate the importance of 
the Clintons to all of this? 
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1 A I think that Ms. Lewis ~ the burden of 

2 proof that Ms. Lewis operates under for her level of 

3 evidence that she meets to generate a referral is not 

4 similar to the level of evidence that an FBI agent 

5 would consider would be that that would result in an 

6 indictment. 

Q I think that’s a good answer, but 

8 respectfully it’s not the answer to the question that 

9 1 asked. 

10 A Why don’t you ask me the question again. 

1 1 (The reporter read the record as requested.) 

12 THE WITNESS: I’m not sure what the 

13 potential was. She had listed on a referral and 

14 stated what she thought the involvement of the 

15 Clintons was, and I’ve said that based on my review, 

16 that I didn’t agree with the characterization that 

17 they were necessarily aware of the check-kiting 

18 activity. 

19 BY MR. BEN-VEN1STE: 

20 Q Was there anything else that you learned 

21 about Ms. Lewis’s activities that gave you further 

22 reason for concern as the case progressed? 

A There was one particular thing that gave me 
concern in the fall of 1993. 

Q And up until that point, was there anything 
else in terms of the nature of contacts, the 
frequency of contacts or anything else that gave you 
concern? 

A Well, I was careful and cautious as 
evidenced by the fact that I documented the contacts 
with Jean Lewis throughout that entire period, and I 
think that I viewed her continued attempts to try to 
ascertain the status of the investigation as sort of 
an annoyance, and I really felt like, not that she 
could be blamed, but not being involved in law 
enforcement, I don’t think she realized the FBI’s 
concept of a need to know. 

Q Well, what is that concept? Strike that. 

Did you not attempt to explain that to her? 

A In a very tactful way. 

Q And did she continue to call? 

A Well, 1 think I explained that to her in 
the fall of ’92 and I’m not sure how frequently she 
called, but she didn’t call as frequently after that. 
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Q Well, she called in early September after 
the referral; correct? 

A Correct. 

Q Now, according to the chronology in 
Ms. Erickson’s file, which is 1526, et seq., it’s 
indicated that Ms. Lewis began to call right after 
the referrals were sent over. What does that mean in 
terms of the frequency at that point? 

A Can 1 see that document? 

Q Sure. 

A "Began to call" means that within the next 
few days, I received the first phone call and the 
reason I said "began" is that other phone calls 
followed and those are listed in this chronology 
also. 

? Q 0ka y- Well, let’s track that, because this 
isn’t - did you prepare this chronology*? 

A Yes. 

Q Then we can save a lot of time. When I 
asked you before about the implication of what she 
was saying in terms of the deadline she was given to 
submit the referral, she told you after she had 

submitted the referral first that her supervisor had 
told her to keep asking about what was going on with 
the referral, and that was still in September of ’92; 
is that right? 

A That’s correct. 

Q And she told you on one occasion in 
September of 1992 that in your words, "everyone above 
her in RTC was aware of the referral and that it was 
approved at Washington before being sent out"; 
correct? 

A Correct. 

Q Did you credit what she was saying or did 
you think she was exaggerating? 

A I credited what she was saying. I would 
think on a -- in the FBI, something that sensitive 
would very likely be reviewed at higher levels. 

Q And she advised you that she was apologetic 
for asking repeatedly about the status of the 
referral but told you that she was doing so as the 
result of instructions from her superiors. 

A That’s correct. 

Q ^ got to the point where you told her to 
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deal directly with the U.S. Attorney’s office and not 
to call you? 

A That’s correct. 

Q Did you receive information from the U.S. 
Attorney’s office thereof that she began calling them 
to find out what was going on with respect to the 
referral? 

A I received information at least on one 
occasion she called them. 

Q Did Mr. Dodson advise you that Jean Lewis 
was calling him and that she said that she didn’t 
mean to pester him but that it was standard to make a 
follow-up contact six weeks after any referral to 
find out that it was received and to see whether any 
clarification or assistance was needed? 

A Mack Dodson told me that. 

Q I’m not going to go into areas covered by 
Mr. Gicale about the reasons why you and your 
superiors in Little Rock felt that you ought to treat 
the referral in the way that you did. 

Let me ask you this. In your experience, 
prior to this time, had the FBI been provided copies 
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of documents that were sent along with the 
referrals? In the Madison case, the documents went 
to the U.S. Attorney’s office but not to the FBI; 
correct? 

A That’s correct. On 0004. The only 
referrals that 1 handled prior to that dealt with a 
savings and loan in Paragould, Arkansas, and those 
referrals had been provided I think around the time 
frame of December of ’91. And I don’t recall whether 
there were exhibits contained with those referrals or 
not, so I had not received enough referrals for me to 
say there was a standard policy as to whether or not 
exhibits would be included to the FBI as opposed to 
the U.S. Attorney’s office. 

Q You responded to Mr. Kendrick in the way 
that you testified earlier when he inquired as to 
what was going on in Little Rock with respect to 
0004, and then you testified that you received a 
message from him — when I say "you," Little Rock - 
received a message that said "an FIF investigation is 
warranted in the captioned matter. Therefore, Little 
Rock should initiate a limited investigation aimed at 
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1 determining the extent of violations as alleged in 

2 the Resolution Trust Corporation criminal referral 

3 form dated 9-1-92." 

4 In that document, which is FBI 523, 

5 et seq., the directive is given not to conduct overt 

6 investigation involving witness interviews or serving 

7 subpoenas; correct? 

8 A Correct. 

9 Q You weren't about to serve any subpoenas 

10 because the U.S. Attorney’s office was telling you 

1 1 they weren’t going to issue any or ask the grand jury 

12 to issue any? 

13 A That’s correct. 

14 Q So that was a level of agreement with the 

15 course of conduct that you all had discussed in 

16 Little Rock in the Little Rock office? 

17 A Yes. 

18 Q So you had this stamp of approval by reason 

19 of this message? 

^ I had the stamp of approval from who or 
21 what? 

g2 Q From headquarters as to the fact that 
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you — agreeing with your determination not to 

2 conduct an overt investigation. 

3 A Correct. 

Q Did you learn from any source how it came 

5 to be that headquarters learned that a criminal 

6 referral had been sent to the U.S. Attorney’s office 

7 and to the FBI at Little Rock? 

8 MR. BITTMAN: We’ll limit that to your 

9 knowledge prior to January of ’94. 

1^ THE WITNESS: Well, SAC Pettus after the 

1 1 time frame of September I, possibly after the time 

12 frame of October 16, I believe advised me that 

13 somebody - he had heard that potentially somebody at 

14 RTC had spoken to an individual by the name of Ira 

15 Raphaelson. I m not sure if Raphaelson was part of 

16 the Department of Justice or how that - if it had to 

17 take another step to get to DOJ or not. 

18 BY MR. BEN-VENISTE: 

19 Q He was a part of the Department of Justice 

20 at that time. Did SAC Pettus say who at RTC had 

21 brought this to Mr. Raphaelson’s attention? 

A I don’t recall him saying anything. 
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Q Any indication, by description or 
otherwise, it was a Washington person? 

A 1 don’t believe it was Washington. I’m not 
certain, but I want to say that — l don’t know. I 
seem to recall something out in the west, Arizona or 
New Mexico, but what it could have been was 
Mr. Raphaelson was out there when he heard about it 
and called from there. I’m just not sure. 

Q But you learned that — and this is from 
Mr. Pettus — that perhaps at a time when 
Mr. Raphaelson was traveling out of Washington, he 
had learned from someone at RTC, who might also have 
been traveling, I guess? 

A I’m just not sure. The name I recall as 
being involved in the initial - a government 
employee, potentially DOJ, was Raphaelson. I’m 
not -- I would be stretching to say that he was 
traveling or he wasn’t traveling. 1 just don’t know. 

Q A check-kiting case involving an individual 
who had been previously prosecuted where there was no 
indication of an ongoing criminal activity would make 
for an unlikely scenario for the FBI to drop 
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everything and take that on as a priority to get it 
indicted. Wouldn’t that be fair to say? 

A Well, I think to talk about indicting it 
would be way premature. As I discussed before, 
because the sensitivity of the people involved and 
the fact that the referral did not allege -- 

Q We’re just talking in general now. I’m not 
talking about Mr. McDougal in particular. I’m just 
talking generally. A check-kiting case involving a 
previously prosecuted and acquitted, I’ll add that, 
individual, where there is no indication of an 
ongoing scheme or an ongoing offense would not be the 
kind of case where the FBI would push it to the top 
of the list in terms of investigation with a view 
toward indictment. Would that be fair to say? 

A Well, I’m a little bit troubled by the 
indictment because we don’t know if it’s going to 
reach the indictment stage. Cases that are priority 
in the FBI that we pull out all stops would be 
kidnaping, or if somebody threatens an FBI agent, the 
presses stop. 

Q In terms of bumping to priority status, one 
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1 would consider such items as whether, for example, 

2 you had clear jurisdiction as the investigating 

3 agency. Do you feel that in 1992, you had clear 

4 jurisdiction to investigate check-kiting? 

A In 1992, I believe we did. In a federally 

6 insured institution, I think we had jurisdiction for 

7 a number of years before that. 

8 Q If there was what other element? 

A Well, there would need to be a loss to the 

10 bank, which was one of the things I cited in my 

1 1 analysis that wasn’t clear from the referral. 

12 Q But even if the referral had indicated that 

13 there was a loss and you were dealing with a person 

14 who had been acquitted, what other things would there 

15 be to ratchet this up or down in terms of priorities 

16 of allocating your limited resources to? And I’ll 

17 give you some possibilities and you could respond as 

18 to whether this would increase or decrease the 

19 interest in prioritizing the investigation, if you 

20 would do that; okay? 

21 A I’ll try to do that. 

22 Q One ongoing offense? 


1 A We’re talking about a situation where we 

2 don’t have high profile individuals involved, just 

3 generally, an ongoing offense? 

4 Q Generally, right. 

5 A Well, an ongoing offense -- 

6 Q Would that make it more or less likely that 

7 you would give it priority? 

8 A My experience is it’s more likely that we 

9 address something that’s ongoing at the time we 

10 receive the complaint. 

^ Q An individual who might be in a position to 

12 hide the fruits of the crime, would that make it more 

13 or less likely to prioritize? 

A Well, I think there’s a presumption on my 

1 5 part that everybody has the capability of hiding some 

16 of what they’re doing. 

Q Okay. Evidence of intention to flee the 

18 jurisdiction? 

19 A That would result in a quicker evaluation 

20 of whether or not there were facts sufficient to 

2 1 obtain, for instance, an arrest warrant to stop them 

22 from fleeing. 
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Q Higher priority, in other words? 

A Yes. 

Q If there was a larger as opposed to a 
smaller or indefinite loss associated with the 
suspected criminal activity? 

A Well, generally speaking, that could be one 
factor, but it could also be a factor whether or not 
there was anything to do. You could have — I could 
assign two cases to an agent, one with a large loss, 
one with a small loss. After examining the 
underlying facts, there would be - there could be 
immediate action needed to work the case on the small 
loss, and after examining the facts on a large loss, 
you may determine that no action is necessary or 
needed for a month or two, so — 

Q But in terms of prioritizing in the 
interest of the FBI and allocating resources, would a 
larger loss be more likely to result in a more 
prioritized effort? 

A Well, it’s as much aggravation to work a 
little case as a big case, sometimes more. We have 
alpha designators that go along with numeric numbers 
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that represent case categories in the FBI. And the 
way those work is the higher the amount of loss, the 
alpha designator indicates it’s a higher amount of 
loss. And within the FBI for recordkeeping purposes, 
the higher the amount of loss, that qualifies it as a 
priority case. 

Q Staleness of the alleged action versus 
nearness in time to the point at which you learn 
about it? 

A It would depend on the specifics of the 
situation. In my experience, the staleness can make 
it more difficult because of records being missing, 
witnesses’ recollection not being good and oftentimes 
the prosecutor’s office does not like a stale case. 

Q But if you dealt with a stale case of 
indeterminate loss involving an individual who had 
been prosecuted, had health problems, had no visible 
means of making restitution, would there be an FBI 
term to describe such a case? 

A 1 don’t know if there’s a term in the 
manual. 

(Laughter.) 
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1 Q Is there a term in the field? 

2 A Well, agents are creative in their 

3 terminology to describe cases. This case - the case 

4 you described describes this referral and I’ve 

5 already told you what the analysis was. 

6 Q But for the inclusion of prominent 

7 individuals as witnesses, would this - wouldn’t this 

8 case be — 

9 MR. GICALE: He’s answered this question. 

10 I mean, he’s indicated that he’s drawn a conclusion 

1 1 on the case. You’ve gone through a long list of all 

12 these things, and I believe he’s answered the 

13 question. 

14 BY MR. BEN-VENISTE: 

15 Q Thank you. 

^ But for the inclusion of prominent 

17 individuals as witnesses, possible witnesses, 

18 wouldn’t this case qualify as a dog? If you don’t 

19 know, say so. 

A The inclusion of the Clintons is what made 
21 this referral sensitive and important. 

Q That’s not the question I’m talking about, 


1 the offense. 

2 MR. GICALE: I believe he’s answered the 

3 question, and I would object to any further questions 

4 along that line. 

5 MR. BEN-VENISTE: I hear you. 

6 THE WITNESS: This case, because of the 

7 previous prosecution, was not as attractive as if it 

8 had not been prosecuted before, and I had expressed 

9 that to the RTC before we received the referral, 

10 because in prioritizing the cases that I wanted them 

1 1 to examine, I had tried to exclude cases where we 

12 already had prosecutions. 

13 BY MR. BEN-VENISTE: 

14 Q I forgot to add in the factors the physical 

15 and/or mental health of the principal subject of the 

16 investigation. Would that make it more or less 

17 attractive if it was an individual who, as I think 

18 you indicated earlier, was known to have some medical 

19 problems? 

^ ^ Well, the risk that a lengthy investigation 

21 would be conducted and results in a trial that the 

22 subject might not be able to attend was certainly a 
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factor that would have to be considered, especially 
when the person had been prosecuted before. 

Q It would make it less attractive? 

A Less attractive. 

Q Now, the U.S. Attorney, Mr. Banks, was not 
unwilling to state in a forthright manner his views 
on whether this case should be pursued in any overt 
way prior to the election; is that correct? 

A Yes. 

Q And you have reviewed the letter that 
Mr. Banks sent to Mr. Pettus. I take it you had 
worked with Mr. Banks prior to this Madison criminal 
referral? 

A Yes. 

Q Did you disagree with any of the reasoning 
that Mr. Banks utilized in his letter to Mr. Pettus? 

A Let me examine that letter. 

(Witness reviewed the document.) 

Mr. Banks says in the first paragraph of 
his letter that his evaluation of the referral 
indicates "there is not a prosecutable case capable 
of being proved beyond a reasonable doubt against any 
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of the witnesses" and I would agree that based on the 
information in the referral, that that is an accurate 
statement. 

He says in the next sentence that 
"participation of some or all of the witnesses," and 
he doesn't name them, "certainly suggests poor 
judgment, possible conflicts of interest or ethical 
infractions proving specific intent or knowing 
criminal conduct would be a burden, prosecutorial 
burden that could not be carried beyond a reasonable 
doubt." 

I am not certain as I sit here what he 
means by "witnesses," although 1 believe he means the 
Clintons, and I am not - I don't know that I would 
join with him, saying that the - that 1 feel like 
the information in the referral itself suggests poor 
judgment or an ethical infraction, because 1 don't 
have enough information from that referral to know 
what those witnesses did. 

Q And other than that? 

A Well, this is a very strongly worded 
letter, and l would not have worded it this strongly, 
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1 probably in all cases. And when he says "the only 

2 allegations having any credibility worthy of possible 

3 deliberation for investigation existing is Mr. and 

4 Mrs. McDougal and Lisa Anspaugh," I would say that 

5 there were - without looking at the referral, there 

6 could have been other allegations that had 

7 credibility. 

8 But I think what this sentence - from his 

9 discussion with me, I’m aware that this sentence 

10 indicates that of the allegations in the referral 

1 1 that would have been worthy of credibility and 

12 consideration for investigation, those would be the 

13 most worthy. And the reason being Mr. and 

14 Mrs. McDougal were the higher-ups in the bank, the 

15 principals and other activity that may have occurred 

16 would have been possibly at their direction. 

In the case of Lisa Anspaugh, I think she 

18 was a relatively low-level secretary and because of 

19 her involvement in potentially signing some of these 

20 checks, she would have to be part of the 

21 investigation, but I don’t know that 1 would have 

— considered a secretary or a clerk with the same 


1 level - as having the same level of culpability as 

2 an owner of an institution. 

Other than that, I agree with his decision 

4 not to conduct any investigation prior to November 

5 3. I agree that directions from our headquarters 

6 don’t apply to his office since he’s not in the FBI. 

7 I m not sure that I like his wording of "the 

8 insistence for urgency appears to suggest an 

9 intentional or unintentional attempt to intervene in 

10 the political process of the upcoming presidential 

1 1 election." 

^ Q In what way don’t you agree with that? 

•3 A I believe that the timing of the referral 

14 when coupled with the contacts with RTC generated a 

15 heightened sense of concern over the RTC’s 

16 sensitivity to the need to keep this closely held. 

17 I’m not sure that I would - not knowing what RTC was 

18 thinking. I’m not sure that I could say that this was 

19 an intentional attempt to intervene. 

1 think it was intentional that we received 

21 the referral when we did, and 1 think that for them 

22 not to realize what the ramifications were of the 
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timing of the receipt would have been not very 
understanding on their part. 

Q Well, it would then be at least an 
unintentional, as Mr. Banks said, interference? 

A I think the result of hasty action could 
well have been an interference with the political 
process. 

Q Now, before you said that out of fairness 
to the Clintons, you felt that it was an appropriate 
policy, as Mr. Banks said, not to go off half-cocked 
or not to do anything precipitous that might cause 
publicity. Well, wouldn’t that also have been fair 
to President Bush in his campaign? 

A Certainly. The — 

Q There was no indication that President Bush 
was cognizant of what was going on and whether 
somebody, thinking that they would help President 
Bush by pushing an investigation like this and 
getting some publicity, tarring the Clintons, might 
well explode and cause damage to the Bush campaign? 
Would that be the case? 

A That’s also — 
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MR. BITTMAN: You’re asking him to 
speculate. 

MR. GICALE: I’m going to object to that. 

THE WITNESS: Well, I’ve said before that 
after November 3 when talking about the referral, 

Chuck Banks indicated a belief that action by his 
office might damage the reputation of the United 
States Attorney’s office and might appear political, 
and certainly in this case or any other case, the 
reason the FBI takes the position that you not take 
this type of action before an election is not only to 
protect those people, but it’s a double-edged sword. 

You could not only harm the reputation of the person 
about whom allegations are made, but it could also 
appear that the FBI was being used. 

BY MR. BEN-VENISTE: 

Q And it was clear that Mr. Banks was in the 
mode where he did not want to be the vehicle by which 
someone else’s attempt, whether knowing or unknowing, 
to cause damage to Candidate Clinton would be 
accomplished. Isn’t that so? 

A Chuck Banks did not want to interfere with 
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the election. 

Q And in your dealings with Mr. Banks, did 
you know him to be an individual of considerable 
integrity? 

A In my dealings with him, he was. 

Q You had no reason to suspect, did you, that 
Mr. Banks had some hidden agenda? 

A I wasn’t aware of any hidden agenda. 

Q You indicated that you had received 
information from Special Agent Aaron that he had 
picked up along with another agent from an Assistant 
U.S. Attorney who advised that the criminal referral 
had come over. Was that Assistant U.S. Attorney 
Roddey? 

A I don’t know which attorney it was for 
certain. I doubt it would have been Roddey. 

Q Did you know that Ms. Lewis was referring 
to Assistant U.S. Attorney Roddey as a confidential 
source of hers in connection with communications she 
was making within the RTC? 

A No. 

Q Who did you believe the individual was who 
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was providing the information about the referral to 
Special Agents Gearan and Wolfe? 

MR. G1CALE: 1 would object if this is 
speculation once again, unless he knows. 

THE WITNESS: If I could remember, 1 would 
have said the same. 

BY MR. BEN-VEN1STE: 

Q You indicated that as of 1992, September, 
there were tremendous other strains on your 
investigative resources. What were those? 

A You’ll have to refresh my recollection on 
where 1 indicated that. 

Q In terms of it takes as much as a year to 
form a prosecutive opinion with respect to a referral 
such as 0004. 

A That’s not a strain on our resources. 

That’s just my estimate of a -- 

Q That wasn’t my intention to ask the 
question that way, and I don’t believe I did. You 
asked me for the context in which you made this 
statement, and the statement that I had written down 
in my notes is that there were tremendous other 
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strains on your investigative resources at that 
time. 

A I don’t remember saying "tremendous 
strains" today. 

Q Okay. So that your resources were not 
strained at the time in the Little Rock office to 
deal with the caseload that you had? 

A Well, I can’t remember what the caseload 
was during that time period. 1 had a number of 
agents assigned to me on the squad, and I believe 
what I’ve testified to is that due to a lack of bank 
fraud cases, we were not utilizing as many agents to 
work on bank fraud cases as has had been specifically 
designated by Congress, so we were using those agents 
in other areas as opposed to having them sit idle, 
but resources were available to work 0004 referral or 
any other referral that we received. 

Q Now, in November of 19 — strike that. 

In January of 1993, Ms. Lewis contacted you 
again with respect to some FOIA request? 

A I remember that contact. I’ll accept 
January if you’re looking at a document. I don’t — 
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Q I’m looking at a summary, so let me see if 
I can find the document. January 6, 1993. 

A Yes. 

Q Now, did you have a question in your mind 
as to whether Ms. Lewis was contacting you solely to 
get some guidance about the FOIA or whether she might 
have had something else in mind? 

A Yes, I had a question. 

Q And what was that? 

A That the reason for her question was to 
determine whether or not we had an open investigation 
on Madison. 

Q And why did you have that view? What led 
you to that conclusion? 

A Well, I didn’t conclude that that’s why she 
did it. 

Q What did you suspect? 

A I considered that as a possibility, because 
she had expressed interest before in whether an 
investigation was opened, and I just had to consider 
the possibility that that was part of the reason or a 
reason why she was calling. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6901 


253 

It could have also been that if we did have 
one open, that she wanted me to be aware that there 
was media interest in the investigation. 

Q Had you ever gotten a call from an RTC or 
banking regulator before asking your guidance as to 
whether they ought to release financial documents 
related to an FOIA request? 

A No. 

Q Don’t they have some pretty regular 
guidelines over there at the RTC as to when they will 
release to third parties the investigative material 
which they have collected? 

A I don’t know what their guidelines are, but 
I believe that all government agencies have 
guidelines. 

Q And did you have a sense that this inquiry 
was at least in part pretextural in the sense that 
Ms. Lewis would like to be able to report to others 
as to whether you had an ongoing investigation open? 

MR. BITTMAN: That’s really stretching the 
speculation. 

MR. G1CALE: l would object to that. If 
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he’s got some firsthand knowledge — 

MR. BEN-VENISTE: You can answer the 
question. 

Lou, you’re going to take us all night if 
you do this. 

MR. GICALE: You keep asking questions, 
asking him to speculate. 

MR. BEN-VENISTE: I’m allowed to do that. 

This is a deposition. If it’s not admissible, then 
it won’t be. 

MR. GICALE: 1 understand that, but he can 
speculate on when the moon will come up tomorrow. I 
mean that’s not relevant. 

MR. BEN-VENISTE: You can do that when it’s 
your turn. 

MR. GICALE: It’s a question as to 
relevance. 

THE WITNESS: I considered that as a 
possibility. I didn’t make a decision that that was 
the reason. 

BY MR. BEN-VENISTE: 

Q Did you learn at some point that Ms. Lewis 
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had moved documents to her home relating to RTC 
investigation of Madison? 

MR. BITTMAN: Prior to January of ’94, your 
knowledge prior to January of ’94. 

THE WITNESS: No. 

BY MR. BEN-VENISTE: 

Q The question is prior to January of ’94 -- 
let me rephrase it. 

Did you have any information that 
Ms. Lewis, prior to January of 1994, removed 
documents to her home? 

A I don’t recall having that information. 

Q Did you have information that Ms. Lewis 
provided those documents to her personal attorney 
prior to January of 1994? 

A I don’t recall anything like that. Hold 
on. January of 1994. If there -- the only way I 
think that I would have known that, since I don’t 
recall a conversation with Jean Lewis or anybody 
else, is if there’s been a newspaper article, I may 
have read an article and not remember now that I read 
the article or when I read it. 
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Q But in any official capacity, did you learn 
of it either from Ms. Lewis telling you or someone 
else through the FBI or U.S. Attorney’s office 
becoming aware of that? 

A No, not prior to January of ’94. 

Q Did you have any question about whether 
Ms. Lewis was speaking to the press or third parties 
about matters relating to her investigation of 
Madison? 

MR. G1CALE: When are we talking about? 

MR. BEN-VENISTE: Prior to January of ’94. 

THE WITNESS: Did you say information or 
suspicion 

(The reporter read the record as requested.) 

MR. GICALE: I guess 1 object to the form 
of the question. 

MR. BITTMAN: If you don’t understand the 
question, say that. If you’re crystal-clear on what 
the question calls for, answer it. 

THE WITNESS: Did I - 

BY MR. BEN-VENISTE: 

Q Let me reframe it if you’re having a 
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problem. 

Did you have any reason to suspect that 
Ms. Lewis may have been talking to the media about 
Madison? 

A I didn’t have reason to suspect that -- 
well, Jean Lewis told me in the fall of ’93 that a 
reporter had come to her house and engaged her in a 
conversation about Madison. She advised me that she 
provided no information to the reporter. At about 
that same time, 1 believe there were newspaper 
articles or public disclosures — this is fall of 
’93 — about RTC conducting an investigation or 
referrals. I felt at the time that the most likely 
source of that information was RTC. I did not 
conclude that it was Jean Lewis, but since 1 had 
dealt with Jean Lewis and she was knowledgeable of 
this, she would have been among those that had the 
capability or the knowledge to do that. There was — 
this is prior to January of 1994. 

The other question that arose is that 
Michael Johnson advised me that he had heard that 
Jean Lewis had spoken to someone at Department of 
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Justice regarding the declination of 0004 and 1 
believe that person confirmed it and then about 30 
minutes after that telephone conversation, a reporter 
called that person at DOJ to ask them about a 
declination of a referral. That wasn’t — Michael 
Johnson offered that as potentially being an 
indication that Jean Lewis had spoken to somebody. 

Q Now, in response to my earlier questions, 
you indicated, I believe, that in November of 1993 
something occurred with respect to Jean Lewis that 
you felt gave you some concern. 

A I don’t know if 1 said November. I think I 
was talking about her advising me that a reporter had 
come to her house, and that concerned me because I 
have been cautioned throughout my career that when 
you think that you’re only listening to a reporter, 
that you’re oftentimes providing information, even 
though it’s not intentional. 

Q Was there anything else -- and let me show 
you your memo of November 1, 1993. You took the 
trouble to write a three-page memo essentially about 
your contact with Ms. Lewis at that time. Let me ask 
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you to review it. 

MR. GICALE: What’s the date of this 

again? 

MR. BEN-VENISTE: November 1. Would you 
mind reading the FBI designation? 

THE WITNESS: FBI 1007 through 1009. 

(Witness reviewed the document.) 

Okay, I’ve reviewed this memo. 

BY MR. BEN-VENISTE: 

Q Was there anything in that memo at that 
time that concerned you? Did you already have some 
concern about — 

A I had concern that Jean Lewis talked too 
much in general about this referral and that that 
included in RTC, and that as I said before, I was not 
sure that this was being treated with the same degree 
of care within the RTC that was being applied to it 
by the FBI. 

Q Did Ms. Lewis give you some reason for 
concern when she had indicated earlier in the year 
that she thought that an Arkansas Times article 
relating to Governor Tucker must have generated 
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action by the FBI? 

A Well, my concern was that she continued to 
ask what the status of the referral was when I had 
indicated to her that I did not want to discuss it. 

Q Let me show you FBI 1537. 

MR. GICALE: 1537? What’s the date of 

that? 

BY MR. BEN-VENISTE: 

Q That’s July. 

A July 23 of ’93. 

Q That’s with respect to the question about 
the Arkansas Times reference. 

A Well, I’m not sure that 1 understand what 
you mean by "concern." Concern about what? 

Q Concern about Ms. Lewis and the way she 
looked at things and the way the media might play 
into these investigations. 

A I don’t remember if that was my concern at 
the time. I don’t recall exactly what the concern 
would be, if any, at the time, other than I think 
it’s unrealistic for her to believe that we would 
take action based on solely a newspaper article when 
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we had a referral with the underlying facts and we 
made a decision based on the underlying referral. 

The fact that the newspaper article appeared was not 
going to make us — 

Q Didn’t that make you — go ahead and 
finish. Sorry. 

A The fact that a newspaper article appeared 
absent some specific information that greatly changed 
that previous referral, the fact that there was media 
interest did not mean that we were going to take an 
interest. 

Q Didn’t that make you think in view of the 
fact that Ms. Lewis was saying that she thought that 
the Arkansas Times article made the FBI take action 
that it might not otherwise give you some concern 
about the possible use of the media to get you to do 
something else? 

A 1 don’t know what my concern was then. 1 
wrote down what she said. I’m always concerned about 
disclosures. That’s the way -- that’s the reason 
this was treated the way it was before the election 

and continuing after the election. 
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Q She was talking to you again in this 
conversation back in July about FOIA and trying to 
see, according to your memorandum, whether you would 
confirm to her that there was some investigation 
ongoing involving Governor Tucker; is that right? 

A Yes. 

Q And she again used this FOIA rationale to 
attempt to elicit from you whether or not the FBI 
was, in fact, investigating Governor Tucker? 

A Well, this was the second time she had 
referenced FOl, and it was possible both times that 
that was a vehicle to find out whether or not we were 
conducting an investigation. 

Q And despite the fact that you wouldn’t tell 
her that you needed her and the RTC to withhold 
documents from some third party requesting them, in 
this case the Arkansas Democrat, she nevertheless 
told you that she intended to hold out or withhold 
the incriminating documents, as she put it, and you 
wrote it in quotes, that she had found in her 
investigation? 

A That’s right. 
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Q So no matter what you said, she wasn’t 
going to give those documents up anyway? 

A That’s my understanding from what she told 
me. 

Q Didn’t that indicate to you the whole thing 
was pretext? She wasn’t going to give them to the 
Arkansas Times whether you said you were 
investigating Tucker or whether you said you weren’t 
investigating Tucker? 

A Well, it indicated to me — and I believe 
that’s why it’s in quotes — that there was a 
universe of documents, some of which she considered 
incriminating, and that the ones she did not consider 
incriminating might be released under FOI. 

Q Do you have any information to suggest that 
they released any financial records relating to 
Governor Tucker that they had accumulated in their 
official capacity at the RTC? 

A I have no idea what they released, if 
anything. 

Q On this issue of the press and Ms. Lewis, 
is it correct that in or about August or September, 
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rather, of 1992, the Department of Justice had made 
an inquiry of FBI headquarters, which in turn made an 
inquiry of FBI Little Rock, relating to a press 
inquiry they had received regarding an FIF 
investigation in which the Clintons might have been 
involved? 

MR. GICALE: Which document number are you 
referring to? 

MR. BEN-VENISTE: The record will show that 
I’ve shown a document to Agent Irons to help with his 
recollection, which is — 

THE WITNESS: This is not my chronology, 
and I don’t believe I was aware of this, because as 
we’ve discussed earlier, we did not communicate with 
headquarters about anything concerning this referral 
or the Clintons prior to Kevin Kendrick calling me on 
October 6, so this is not my chronology and I was not 
aware of this. 

MR. BITTMAN: It’s FBI 1021. 

THE WITNESS: Okay. This says that Little 
Rock FBI was contacted by headquarters and advised no 
investigation involving the Clintons as subjects was 
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pending. 1 received a contact -- 

BY MR. BEN-VENISTE: 

Q I don’t think that says "subjects,” does 
it? 

A It does. 

Q Subjects? 

A Yeah. 

Q The inquiry is phrased somewhat 
differently, wasn’t it? 

A Okay. "The DOJ receives press inquiry 
concerning existence of an F1F investigation in which 
the Clintons may be involved. DOJ makes inquiry of 
FBI HQ regarding existence of such a matter. Little 
Rock FBI was contacted by FBI HQ and advised no 
investigation involving the Clintons as subjects was 
pending." 

The only — I received one contact from a 
headquarters employee prior to 10-6 of ’92 where a 
question about the Clintons’ involvement in criminal 
activity was posed to me, and this may be identical 
to what this last sentence of this refers to, but 1 
was not aware of the information prior to that that 

266 

you had highlighted. 

Q So whoever fielded that inquiry didn’t 
specifically mention it to you at Little Rock 
headquarters? 

A The conversation I had, the person did not 
tell me that 1 recall that DOJ had received a press 
inquiry. In fact, I don’t think that bank fraud or 
FIF was part of that conversation. If it had been, 
my answer would have been different. 

Q Did anyone else in the office, in your 
office, discuss with you whether they thought that 
Ms. Lewis might have revealed information outside of 
official government channels relating to her 
investigation? 

MR. GICALE: Which time period? 

MR. BEN-VENISTE: Prior to January 1, ’94. 

THE WITNESS: Well, when the media 
disclosures occurred or when the media printed 
articles about RTC investigations and referrals in 
the fall of ’93, there was discussion among the FBI 
personnel who were involved in this that it was 
possible Jean Lewis could be involved in that. 
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1 There’s another conversation that 1 had 

2 with someone. I’m not sure whether or not it’s — 

3 Q Could we get the first one a little more 

4 detailed? 

5 A Sure. 

6 Q Who mentioned that to you? 

7 A I don’t specifically recall the 

8 conversation, but the people I was dealing with were 

9 Dave Reign and the Financial Analyst Hall and the 

10 ASAC Whitehead, and possibly the SAC Satkowski. 

1 1 Q And what was the nature of the publicity? 

12 A There was publicity that disclosed that the 

13 RTC had, I believe, generated referrals on Madison 

14 Guaranty, and we wondered where the disclosure could 

15 have come from. And at the top of the list of our 

16 suspects would be RTC. 

17 Q And the second you were about to give us? 

18 A That was a contact, and I’m not sure 

19 whether or not that goes past January of ’94 or not. 

20 I’m not sure of the time frame, so I don’t know 

21 whether or not I should respond. 

22 0 It doesn’t go you into your investigative 
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1 work, does it? This is something you’ve heard about 

2 a media leak? 

3 MR. GICALE: If it’s beyond January ’94. 

4 MR. BEN-VENISTE: I know you wouldn’t want 

5 him to say, Lou, because it might reveal something - 

6 MR. GICALE: That’s not it at all, but if 

7 you want to get into all the other things that 

8 happened in ’94 and ’95 and the indictments and 

9 stuff, that’s not what the agreement was. 

10 MR. BEN-VENISTE: We’re talking about news 

1 1 leaks here, Lou. 

12 MR. GICALE: We’re talking about an 

13 agreement with respect to questioning of a witness. 

14 MR. BITTMAN: He’s not sure when that 

15 information was, and it could — based on what it is, 

16 it could well have been after the January time 

17 frame. 

18 THE WITNESS: I’m leaning toward thinking 

19 it was past January ’94. 

20 BY MR. BEN-VENISTE: 

21 Q My question is associated with Ms. Lewis 

22 making — a discussion of Ms. Lewis leaking any 
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information. 

MR. GICALE: I’m sorry, what was that 
again? I couldn’t hear. 

BY MR. BEN-VENISTE: 

Q You think it might have been past January 
of ’94, the thing you’re thinking of, second thing? 

A Yes, yes. 

Q Is it fair to say that as of November of 
1993, Agent Irons, you had a concern that Ms. Lewis 
might be providing information to the media? 

A Yes. I was concerned about possible 
disclosures to the media from the outset of this. 

Q And now I’m specifically asking you, so 
that — out of fairness to Ms. Lewis, if it is the 
case that as of November of 1993, specifically you 
had a concern about whether Ms. Lewis was leaking 
information to the media. 

A If you could remind me of the date of this 
memo where I talk about her talking about the 
reporter visiting her house. 

Q 11-1-93. 

A That was the time frame that 1 was 
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concerned that Jean Lewis might possibly have been 
leaking information to the media. I didn’t have 
factual information, but I believe that disclosure 
had occurred, and she certainly had access to the 
information. 

Q Well, let me see if I can refresh your 
recollection to how you were looking at this at the 
time by reading from page 2 of your memorandum, which 
is FBI 1008. "Inasmuch as writer," meaning you, "was 
somewhat stunned, Lewis was admitting to meeting with 
a reporter, and because of his continuing concern 
Lewis was trying to obtain a statement of some kind 
to provide to the media, her disclosure was received 
without comment and the conversation was ended." 

A I think that’s consistent with what I said, 
that I was concerned at that time that she might be 
talking to the media. 

Q Well, here, it goes a little further in 
terms of what you’re saying. I don’t mean to argue 
with you, but maybe you could explain what you meant, 
that you had a continuing concern that Lewis was 
trying to obtain a statement of some kind to provide 
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1 to the media. Let me ask you whether that references 

2 the pretextural request with respect to the FOIA 

3 inquiry. 

4 A The concern l had that Lewis was making 

5 disclosures to the media was heightened during 

6 November of 1993 because 1 was aware the media had 

7 printed stories about RTC referrals and I believe 

8 that there definitely had been a disclosure made. 

9 Looking back on my concerns over her 

10 previous contacts and my suspicions that those 

1 1 contacts could be to obtain information, l viewed it 

12 as a possibility that she had been trying to obtain a 

13 statement since that time. 

14 Q Okay. Thank you. Did there come a time 

15 where you felt that you needed to have someone else 

16 on the phone when Ms. Lewis would call you as a 

17 witness to the conversation? 

18 A Yes. 

19 Q When was that? 

20 A I prepared memos that would reflect when 

21 that time was. I think it may be the memo you just 

22 showed me. 
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1 Q Did you feel that as of that time, 

2 Ms. Lewis might be taping your conversations? 

3 A I don’t recall if I was concerned about 

4 being taped back then. It — it would not have made 

5 a difference in what I said, even though if I had 

6 suspected she was taping me, I would have refused to 

7 talk to her altogether. 

8 Q Did you have reason to believe from any 

9 source prior to January 1 of 1994 that Ms. Lewis was 

10 taping conversations surreptitiously? 

11 A No. Unless - there has been a public 

12 disclosure of a tape she has of another RTC 

13 employee. Whenever that was publicly disclosed 1 was 

14 aware of that, and that was the first time that 1 was 

15 aware that she might have been taping anybody. 

16 Q You are correct in the sense that your memo 

17 of November 1 reflects that you had asked Special 

18 Agent Reign to assist in that telephone conversation 

19 with Ms. Lewis. 

20 A Correct. 

21 Q Was that the first occasion that you had 

22 made such a request of another agent? 
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A I don’t know if that was the first, but I 
think there were — there was at least one other 
occasion. 

Q What do you recall about that occasion? 

A I don’t — 

MR. BITTMAN: Can you disclose it? It 
doesn’t have anything to do with this case, but as 
long as you don’t disclose any confidential FBI 
information. 

MR. BEN-VENISTE: I assume we’re talking 
about a conversation with Ms. Lewis roughly about the 
same subject. 

MR. BITTMAN: Oh, okay, excuse me. 

THE WITNESS: Right. During that time 
frame, I believe that news articles had appeared, and 
this is subsequent to David Hale going public and 
making allegations, so there was a very strong media 
interest in allegations and information concerning 
this, and then information appeared that referenced 
RTC activities. 

Based on that, I was concerned that if I 
gave information or provided any type of information 
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to Jean Lewis, even though I would normally not 
provide it to someone who didn’t need to know, 
that -- or even if I did not provide it, that if she 
were speaking to the media, that she could attribute 
comments to me, and by having a witness in the room 
when I spoke with her, if called to account on this, 

I would have somebody that could verify what I had 
said to her. 

MR. BEN-VENISTE: Why don’t we take a short 

break. 

(Recess.) 

BY MR. BEN-VENISTE: 

Q In November of 1993 shortly after the 
conversations that you just alluded to with 
Ms. Lewis, did there come a time where you sat down 
with representatives of your office and the U.S. 

Attorney’s office to discuss going forward with 
investigations relating to bank fraud; not Madison in 
general, but bank fraud in general? 

A I don’t recall specifically a meeting like 
that. This is not related to Madison? 

Q This was, in fact, not related to Madison? 
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MR. GICALE: I guess I have to object to 
the relevance. I realize that there’s an exception 
here to this agreement with Independent Counsel that 
says communications between Irons and U.S. Attorney’s 
office for the Eastern District of Arkansas, but I 
thought that this is under the umbrella of things 
related to Madison and related matters. 

MR. BEN-VENISTE: It has to do with the 
question of priorities following through the issues 
that we’ve discussed about the FBI’s attempt to get 
the RTC to investigate the matters that we have 
talked about here. 

BY MR. BEN-VENISTE: 

Q What I’m asking you about is a meeting 
which involved Mr. Johnson and others where you 
discussed the effects of the RTC choosing to focus on 
Madison as compared to other institutions of 
substantially larger size in Arkansas that had failed 
for which you had never gotten referrals as of 
November of ’93. 

A I don’t recall a specific meeting, but it’s 
certainly possible and logical that a meeting like 
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that would have occurred. 

Q And do you recall stating in substance that 
for years and years, you had been attempting to 
address the S&L failure issue in Arkansas and that 
the RTC was viewed by you as a barrier rather than as 
a resource in attempting to address that serious law 
enforcement issue? 

A Well, in ’93, since I’ve been supervisor 
since ’92, I could have — I may have said years. I 
don’t know if I would have said years and years. The 
barrier, because of what I previously set forth, in 
that the FBI couldn’t open a bank fraud case without 
a referral from a regulatory agency, and because the 
RTC had effective control over all the failed 
institutions and we were relying on them for 
referrals, and because the number of personnel that 
RTC had assigned to generate referrals for the FBI 
was small, in that sense they were a barrier. 

Q Was there also a problem that the RTC 
insisted on keeping documents and records until they 
completed the referrals in not sharing them with you? 

A There was a problem — I had a problem 
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specifically in the Hale investigation, the 
investigation that was occurring in the summer of 
1993. 

MR. BITTMAN: We’re not talking about 
that. Can’t talk about that. Well, 1 guess you can 
talk about it generally, generally. 

THE WITNESS: Well, generally - 

MR. BITTMAN: I don’t want you talking 
about the records. 

THE WITNESS: Since the FBI couldn’t open 
cases without the referral, we didn’t have a reason 
to ask for access to RTC records unless there had 
been a referral, unless we had another investigation 
that created a need for some records they had. 

So I’m not sure exactly what that means. 

BY MR. BEN-VENISTE: 

Q Well, did you discuss some strategies and 
techniques to gain access to the information by 
attempting to bypass the RTC for the necessary green 
light? 

A Yes, I remember a conversation like that, 
and 1 believe that the upshot of that conversation 
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was that we would contact the FD1C or OTS, whoever 
had been the agency that shut the institution down, 
and ask for their final exam reports, or possibly the 
U.S. Attorney would ask for them. And if the U.S. 
Attorney asked for those and the U.S. Attorney 
requested that we conduct an investigation, then as I 
understood it, that would be a basis for us to get 
into a bank fraud investigation, so that was a way to 
try to self-generate bank fraud cases. 

Q So let me ask you, with respect to this 
business of getting hold of documents, which 1 must 
say is new to me, that if the RTC -- we're back in 
the ’92 and ’93 time frame — the RTC collects 
documents and information, and you have asked the RTC 
to get you some referrals worked up with respect to 
particular institutions, okay now, they collect 
documents and somebody maybe even gives them 
documents over the transom, here are some important 
documents you ought to look at because they show 
fraud. 

You’re saying that unless the RTC gives 
those documents to you in some kind of a formal 
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referral, you have no way of obtaining them by 
request from the RTC? 

A Well, the only way that we would request 
documents would be in relation to an investigation, 
because we were not authorized to ask for access in 
order to try to generate an investigation with RTC, 
so that the times that we would ask for the records 
in RTC control would be if we had an investigation 
already going and it came to our attention they had 
documents that would assist us, or if they gave us a 
referral. 

Q Suppose they just said hey, here is a guy 
who has come to us and he says he’s dealt with Mr. X 
and Mr. Y of institution number 1, that’s the most 
interesting institution to you because they have had 
a big loss, and these fellas are prepared to give us 
inside information relating to how they pulled the 
fraud off, and they have even got incriminating 
documents. 

Are you saying that you couldn’t 
investigate that kind of an allegation unless RTC had 
sent you a referral along with that information? 

280 

A Well, 1 would have to know about the 
information first. RTC would have to tell us about 
the information first, and if the person who provided 
the information to them was willing to meet with the 
FBI and provide the same information, obviously we 
could go forward. 

Q So only if — if they call it to your 
attention, could you then get around this sort of 
speed bump of getting the RTC to give you a formal 
referral where you could contact the individual 
providing the information on your own hope; is that 
what you’re saying? 

A Yeah. If RTC is aware of information and 
has not yet generated a referral and that information 
would be information that would reasonably be 
expected to cause the FBI to conduct an 
investigation, the FBI can’t conduct the 
investigation unless it’s aware the information 
exists. 

Q And assuming as you did that the RTC was 
stretched for resources and couldn’t get all the 
referrals out that you wanted them to get out because 
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they didn’t have the time to work them all up, is 
there any reason why you would expect that the RTC 
would not provide you the sort of tailor-made case 
with an informant or cooperating individual who would 
be prepared to talk to you? 

A The only reason I can think of offhand is 
that I’m aware that the RTC’s first priority is civil 
recovery of money, and as a matter of fact, usually 
only after efforts to recover money through civil 
action are exhausted will they let the criminal 
investigators examine it and let them refer that to 
the FBI. 

Sometimes even after the FBI starts its 
investigation, the civil side of RTC does not want to 
lose out on its chance to file some type of civil 
suit. If there was a desire for them to pursue 
civilly, 1 could understand as an organization they 
might not notify the FBI right away. 

Q So that — let’s assume that the person 
getting the information was a criminal investigator. 

Would that affect this equation at all? Would you 

then expect an RTC criminal investigator to talk to 
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FBI about information that they had received from a 
cooperating source of this nature? 

A That would be a course of action that would 
please me. 

Q Well, we’re up from not being displeased to 
being pleased. I guess we’ve made some progress over 
the last few hours. 

(Laughter.) 

Your dinner was probably better than mine. 

A The FBI would be happy to receive 
information of that type. 

MR. BITTMAN: 1 think we better stop now. 

BY MR. BEN-VEN1STE: 

Q Let me go to the question of the David Hale 
plea negotiations. When did you first learn that 
there were negotiations of some kind going on, or 
discussions, let’s say? 

A It was shortly after the search warrant on 
July 21 of 1993, I would say within the next month. 

Q Okay. Now, prior to the search warrant, 
had Mr. Hale been advised that he was under 
investigation? 
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1 A Not to my knowledge. 

2 Q And after this - did you participate in 

3 the execution of the search warrant? 

4 A Yes. 

5 Q And that was coordinated with an Assistant 

6 U.S. Attorney who had assisted in obtaining the 

7 warrant? 

8 A Yes. 

9 Q And was that Fletcher Jackson? 

10 A Yes. 

1 1 Q And Fletcher Jackson was a career 

12 prosecutor in that office, wasn’t he? 

13 A Yes. 

14 Q So who worked with Mr. Jackson to work out 

15 the strategy of getting the search warrant and so 

16 forth? 

17 MR. BITTMAN: We’re not going to get into 

18 that. I’ll let you go a little bit, but unless this 

19 relates to the plea negotiations - 

20 BY MR. BEN-VENISTE: 

21 Q 1 asked you who worked with him. 

22 A 1 did. 
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1 Q Anyone else? 

2 A Primarily me, with some assistance from 

3 Financial Analyst Hall. 

4 Q So you all worked out your strategy and 

5 executed it with the obtaining and execution of a 

6 search warrant up to that point? 

7 A Yes. 

8 Q Sometime subsequent to the execution of the 

9 search warrant, you learned that there was some 

10 discussion about a plea agreement? 

11 A Yes. 

12 Q And do you know on the basis of what you 

13 learned, was that a discussion initiated by 

14 Mr. Fletcher or someone representing Mr. Hale? 

15 MR. SGRO: You mean Mr. Jackson; right? 

16 You said Mr. Fletcher. Mr. Jackson? 

17 BY MR. BEN-VENISTE: 

18 Q Mr. Jackson or someone representing 

19 Mr. Hale. 

20 A My impression was from conversations with 

21 Mr. Jackson that it was Mr. Coleman that brought up 

22 the possibility, but I’m aware that exchanges like 
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that between prosecutors and defendants, that it’s a 
subject that naturally would come up. 

Q Had you been acquainted with Mr. Hale prior 
to your involvement with the search warrant? 

A Yes. 

Q And had you been involved with Mr. Coleman 
in any way? 

A Not directly. 

Q Was he at that time in your view an 
experienced criminal law practitioner? 

A Coleman? 

Q Yes. 

A I don’t know that I knew enough about Randy 
Coleman to make a judgment like that. I became aware 
at the time of this case that he had represented 
someone in another case, but at the time of that 
earlier case, he was not significant to me and I did 
not remember him from that case, so this really was 
the first time I learned anything about Randy 
Coleman. 

Q Did anyone in the office provide you with 
any sort of background on him as to other cases he 
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had handled and whether — the kind of things that 
one would talk about in dealing with an attorney? 

A I don’t recall if anybody in the office 
talked about it or when exactly it was discussed, but 
at some point Coleman was characterized to me as 
someone who worked out plea agreements more often 
than he went to trial. 

Q And was he known as more of a state or 
federal practitioner? 

A I couldn’t answer that. 

Q What was the first you learned about the 
discussions, what was on the table? 

A 1 believe that Fletcher Jackson notified me 
that he had had discussions with Randy Coleman and 
that Randy Coleman wanted immunity for Hale in 
exchange for cooperation and may have also discussed 
a misdemeanor plea, and Jackson, I believe, also 
discussed that a misdemeanor plea might be possible. 

Q Now, at this point, what month are we in 
roughly? Search warrant is in July? 

A It’s July 21, so this would have been 1 
think the last few days of July or the first -- early 
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1 part of August. It could have been later because the 

2 negotiations could have been prompted by - 1 think 

3 the overtures by Coleman were prompted by him 

4 learning that we intended to indict David Hale very 

5 quickly, and we originally intended -- 

5 Q Was that consistent with your strategy or 

7 was this Fletcher Jackson off on his own? 

8 A Indicting him quickly? 

9 Q Yes. 

10 A We had quite a bit of information even 

1 1 prior to the search warrant, and originally intended 

12 to seek indictment in August. 

13 Q So then you got the search warrant and you 

14 got a bunch more stuff? 

15 A Yes. 

16 Q And so you were trying to process that 

17 information and get through it and make sure you 

18 didn’t miss anything? 

19 A Well, we’re always seeking to expand the 

20 investigation when we can. _ 

21 Q Okay. So if I understand what you re 

22 saying, clearly you had enough for prob able cause for _ 

1 your search warrant but what you’re saying is you 

2 were pretty far along in your investigation at the 

3 time you executed the search warrant? 

4 A The over -- 

5 MR. BITTMAN: Well, let’s not get - I 

6 don’t want to get too far into the substance. I mean 

7 is there - „ . , . 

8 MR BEN-VENISTE: I’m not talking about any 

9 substance. We’re talking about whether there would 

10 be a quick indictment or not. 

j j MR BITTMAN: Okay, I think you can ask 

12 that, were you able to follow through with a quick 

13 indictment without getting into how far along >ou 

14 were in the investigation and how much evidence you 

15 had against the target. 

16 MR. BEN-VENISTE: Well, presumably you 

17 wouldn’t go for an indictment unless you had the 

18 evidence. , . . 

19 MR. BITTMAN: Right. Well, you re asking 

20 how much evidence did you have before you executed 

21 the warrant. 

22 MR. BEN-VENISTE: Right. Let me rephrase 
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that if that causes you a problem. 

BY MR. BEN-VENISTE: 

Q You were thinking about an August 
indictment initially, and then you received a lot of 
information as a result of the search warrant and you 
were talking about possibly expanding; correct? 

A Correct. 

Q Okay. You think that the discussions about 
a possible plea emanated from the fact that 
Mr. Coleman was told that his client was facing an 
indictment within a short period of time? 

A I believe so. I think that’s why 
Mr. Coleman, according to Fletcher Jackson, indicated 
that there should be consideration of some period for 
Hale to negotiate or work undercover, and that if an 
indictment occurred very quickly, end of August, that 
there really hadn’t been time to discuss other 
alternatives to an indictment. 

Q Now, at this point Mr. Coleman was talking 
about either immunity for sure and possibly a 
misdemeanor, that he’d go as far as a misdemeanor? 

A That’s what Fletcher Jackson related to me. 
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Q Did you confirm that in any way? 

A Did I confirm what, Fletcher Jackson? 

Q Yes. I mean, was that confirmed 
subsequently in your review of documents and 
conversations with Mr. Coleman? I’m not trying to 
ask you a trick question. 

A No, I’m just trying to remember. I don’t 
know exactly what - 

Q Earlier you had indicated that you had a 
conversation with Mr. Coleman. 

A Randy Coleman called me, and I can’t 
remember — he -- I don’t know if he said — if I let 
him get that far to say that he wanted immunity or 
misdemeanor. He started to complain and say that he 
wasn’t sure that the FBI was fully aware of what was 
going on with the U.S. Attorney’s office and I think 
I cut him off somewhat and told him if his problem 
was that he wanted immunity or misdemeanor, that the 
FBI position was that it be a felony. 

The reason I may have cut him off was that 
Fletcher Jackson had told me that that was his 
problem. But it is possible that he mentioned to me 
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1 that he wanted immunity or misdemeanor. 

2 Q So the search warrant and the decision to 

3 seek a quick indictment of felony counts all occurred 

4 before Paula Casey came on board as U.S. Attorney, is 

5 that correct? 

6 A Yes, yes. 

7 Q And the initiation of plea discussions 

8 occurred prior to the time that Ms. Casey came on. 

9 A Well, I can’t recall the exact date that 

10 Fletcher Jackson first advised me that there had been 

11 an overture from Mr. Coleman, but 1 would place that 

12 as very possibly prior to Paula Casey coming on board 

13 as U.S. Attorney. 

14 Q And when you spoke to Mr. Coleman, either 

15 he called you or you returned his call -- 

16 A He called me. 

17 Q And he said look, 1 don’t know whether 

18 you’re aware of what’s going on, but, and you kind of 

19 cut him off to say that you were aware and that you 

20 supported Mr. Jackson’s position? 

21 A Yes. 

22 0 You told him that - 
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1 A I told him what our position was, and that 

2 he would have to have his discussions about that with 

3 the U.S. Attorney’s office because that wasn’t the 

4 FBI’s role. 

5 Q The central point of your position was 

6 number one, was that Mr. Hale was going to have to 

7 plead to a felony on the basis of the information 

8 that you had developed? 

9 A That’s right. 

10 Q That talking about immunity or a 

1 1 misdemeanor wasn’t in the picture for him? 

12 A That’s correct. 

13 Q And it was your view that giving him some 

14 ambiguous response would have been unfair to him 

15 because you had pretty strong feelings about that? 

16 A Yes. 

17 Q Now, when he told you about this 

18 possibility of providing cooperation either in a 

19 controlled situation with a phone call or some such 

20 other thing, was he specific about what it was that 

21 he was willing to do, that is Mr. Coleman talking 

22 about his client? 
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A 1 don’t know — 1 don’t recall all the 
specifics of that conversation. 1 don’t know if he 
talked about phone calls or recordings. He may have, 
but he did not provide specifics of who the persons 
that would be in contact with David Hale would be or 
what the alleged crime they would be involved in was. 

0 And this was a — this was a conversation 
that occurred after there was some general knowledge 
about the execution of the search warrant, I believe 
your earlier testimony indicated? 

A This occurred prior to the search warrant 
being referenced in the media, but 1 was aware from 
the way the search warrant was conducted that it was 
reasonable to expect that persons close to David Hale 
knew a search warrant had been conducted and he was 
under investigation, and my assumption at the time 
was that David Hale was most likely able to deal with 
people involving criminal activity and would be most 
logically expected to be involved in criminal 
activity with people he could trust and were close to 
him, and because I felt like the people close to him 
were probably aware of the FBI search, that the 
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chances that he could effectively carry out that type 
of operation were diminished. 

Q Talking about trade craft in general and 
putting aside these specifics, as I know you’re 
sensitive about talking about them - Mr. Bittman 
nods his assent — in a situation where there has 
been some reason to suspect that individuals 
associated with the subject have a knowledge of an 
associate — of the target being the subject of an 
investigation, and where that individual agrees to, 
let’s say, provide assistance in a consensual 
recording, a one-party consensual recording of a 
telephone conversation, it is possible, as you’ve 
indicated earlier, that you would wind up as the 
investigator with an individual with whom your target 
is having a conversation essentially making 
exculpatory statements in the course of the telephone 
conversation? 

A False exculpatory statements was my 
concern. 

Q Right. And under those circumstances, you 
would be left with a putatively cooperating subject 
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who would expect some consideration for his 
cooperation, and exculpatory conversation from the 
secondary target? 

A That’s correct. 

Q Suboptimal from your point of view? 

A Yes, failure. 

MR. GICALE: It would displease you. 

THE WITNESS: Yes, it would displease me 

greatly. 

BY MR. BEN-VENISTE: 

Q Moreover, up to that point, Mr. Coleman was 
not willing to provide a proffer to the U.S. 

Attorney’s office or to the FBI of what information 
it was that his client had; is that correct? 

A That’s my understanding. 

Q I notice that at some point in the 
negotiations, Mr. Coleman listed as one of the 
objects of an agreement — and I refer to the 
November 9 memorandum from Ms. Casey to Don Mackay, 
summarizing the progress of the plea negotiations — 
that Mr. Coleman and/or Mr. Hale wanted you 

specifically to be involved i n connection with any 
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further investigation or prosecution by the 
government. 

A I have some recollection of that. 

Q So one would expect that Mr. Coleman, who 
went to the point of specifying that he would like 
Agent Irons to continue on with the investigation, 
must have viewed you as at least a fair individual? 

A That’s one possibility. He could have 
viewed me as weak and easy to manipulate. 

(Laughter.) 

I’m serious. 

MS. SIMONTON: No, I know. 

BY MR. BEN-VENISTE: 

Q But let’s assume that the Steve Irons who 
was in Arkansas in November of 1992 was more or less 
the same Steve Irons we see here today and I would 
suggest that this was a nonmanipulative or 
manipulatable Steven Irons, and he chose you because 
he had confidence that you were fair and reputable 
individual. 

Is there some reason why, that you know of, 
why Mr. Coleman would have been unwilling a matter of 
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months before that to make a proffer to you because 
he thought that you wouldn’t be fair or discrete in 
the information that he would provide you? 

A Well, 1 wouldn’t have discussed receiving a 
proffer unless the United States Attorney’s office 
was involved, because a proffer is an agreement and 
certain assurances are provided to the defense, and 1 
had no authority and was in no position to do that. 

And it would have been outside the realm of my 
authority to do that. 

Q Right. With the approval of the U.S. 

Attorney’s office, 1 believe there is correspondence 
here that reflects that Ms. Casey advised Mr. Coleman 
that a proffer to the FBI was an alternative. Do you 
recall that? 

A Was an alternative to what? 

Q To his making a proffer prior to any plea 
negotiation. 

A Well - 

Q Let me see if I can find it for you. 

A A proffer is a proffer. 

Q Well, I’m making a distinction between a 
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proffer to the U.S. Attorney’s office, if Mr. — 
putting aside the fact that Fletcher Jackson was a 
career prosecutor. If Mr. Coleman was really 
concerned about the fact of making a proffer to the 
U.S. Attorney’s office because of some concern about 
whether there was some political bias, that a proffer 
to the FBI, given Mr. Coleman’s confidence in you, 
would seem to have eliminated that problem if it was 
in fact a real problem. Do you follow me? 

A Yeah, I think that if the U.S. Attorney’s 
office had agreed on the conditions of the proffer 
with Mr. Coleman and the ground rules were clear with 
the U.S. Attorney’s office for Mr. Coleman for the 
FBI, what you’re saying is that the U.S. Attorney’s 
office was willing to let the actual participants in 
the proffer setting to be Coleman and the FBI. 

Q Right. 

A And what is it exactly that — 

Q Was there any reason that you felt why 
Mr. Coleman would believe that you would not be in a 
position to fairly receive and evaluate that proffer 
back in September or October of 1995? 
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] A Well, 1 don’t know what he thought, but 

2 if « 

3 MR. G1CALE: I guess 1 would object to the 

4 form of that question. How does he know what Coleman 

5 thought? 

6 THE WITNESS: You’ve advised me that he 

7 asked for me. 

8 BY MR. BEN-VENISTE: 

9 Q Let’s start back. I had assumed that you 

10 would have known that he, Mr. Coleman, made a request 

1 1 that you be involved in any further investigation if 

12 a plea agreement could be worked out. 

13 A Since you’ve mentioned that, I became aware 

14 of that at some point during the negotiations from 

15 the U.S. Attorney’s office or possibly Mackay, I 

16 don’t know. 

17 Q So what I’m asking is whether it makes 

18 sense to you that he would have objected a couple of 

19 months earlier to making the proffer to you because 

20 he questioned your fairness or objectivity. 

21 MR. GICALE: I guess I object to the 

22 relevance of whether it makes sense to Coleman. 
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1 MR. BITTMAN: If you know. 

2 THE WITNESS: Well, I don’t know what 

3 Mr. Coleman was thinking. I can only say that if he 

4 had asked for me — 

5 MR. BITTMAN: Don’t speculate. If you 

6 don’t know what he was thinking, say you don’t know 

7 what he was thinking. 

8 MR. BEN-VENISTE: I didn’t ask that 

9 question. I thank Mr. Gicale for mixing us all up 

10 and taking additional five minutes, but if you would 

1 1 reread my question 

12 (The reporter read the record as requested.) 

13 THE WITNESS: I was not aware that he had 

14 questioned my fairness a couple of months earlier. 

15 BY MR. BEN-VENISTE: 

16 Q I’m not suggesting that he did. What I’m 

17 asking you is whether it makes any sense that he 

18 would have objected to making the proffer to you if 

19 he had some objection to making the proffer to the 

20 U.S. Attorney’s office. 

21 THE WITNESS: Can you read that? 

22 MR. GICALE: I have to object. What is the 
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relevance of whether it makes sense to him? 

THE WITNESS: I’m just trying to follow. 

MR. GICALE: I know you are, but I’m 
objecting to it. I just don’t think it’s relevant. 

MR. BEN-VENISTE: The relevance is probably 
the worst objection you can make here. 

MR. GICALE: Well, it’s one under this 
resolution that is available. Given the struggle 
that this witness is having to try to answer the 
question, I just don’t see how it’s appropriate. 

(The reporter read the record as requested.) 

THE WITNESS: I’m sorry, I just don’t 
understand the question. 

BY MR. BEN-VENISTE: 

Q Did you understand that Mr. Coleman was 
saying that he didn’t trust the U.S. Attorney’s 
office? 

A Yes. 

Q Did you have reason to believe that he 
didn’t trust you? 

A No. 

Q So putting those two facts together, do you 
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have any reason to believe that if he really wanted 
to make a proffer, that he would have had an 
objection to making the proffer to you directly? 

A Well, I would not have received the proffer 
directly. 

Q We’ll start this circle again. The U.S. 

Attorney indicated to Mr. Coleman that she was 
willing to have a proffer made to you, the FBI. 

A Okay. 

Q Did you understand that? 

A I understand that you’re telling me that. 

Q You didn’t know that at the time? 

A I’m not sure if I knew that she made that 
offer. I’m not sure that — I understand how you’ve 
characterized it, but I don’t know if she meant — I 
can’t recall if she meant without representatives of 
her office being present or not. 

Q Mr. Coleman was dug into the position that 
before he was willing to make any proffer, he wanted 
a guarantee that his client wouldn’t be prosecuted 
for a felony. Isn’t that so? 

A Well, it’s my understanding that when his 
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1 position was described to him as being that, that he 

2 may not have said that was his position, but it was 

3 our belief that was his position. 

4 Q Okay. And you had conversations with 

5 Fletcher Jackson about that; correct? 

6 A Yes. 

7 Q Later on when Mr. Mackay came down from 

8 Washington and took over responsibility for this 

9 investigation, did you understand that Mr. Mackay had 

10 conversations about a possible plea agreement? 

11 A Yes. 

12 Q Did you understand that Mr. Mackay, 

13 departing from the rules that you and the U.S. 

14 Attorney’s office had annunciated, stated that he was 

15 willing to receive the proffer with an open mind and 

16 that he wasn’t going to insist on a felony plea, no 

17 matter what the proffer was? Did you understand 

18 that? 

19 A Yes, I believe 1 did. 

20 Q And did you understand that Mr. Coleman 

21 still would not make a proffer, even under that 

22 representation? 

1 A Well. 1 understand that he never did make a 

2 proffer. 

3 Q Was there a distinction between never did 

4 and wouldn’t? 

5 A Well, I can’t - 1 don’t know at what point 

6 Mackay -- 1 can’t recall at what point Mackay would 

7 have told him that he had his open mind and whether 

8 or not there was a period of time where they tried to 

9 work out details or availability for a proffer. In 

10 other words, what I’m saying is if Mackay had that 

1 1 conversation with Coleman shortly prior to him 

12 being - Don Mackay being replaced, then Don Mackay’s 

13 replacement may have — the fact that he was replaced 

14 may have taken away the opportunity for the proffer. 

15 But it’s my recollection that there was 

16 time for Randy Coleman to make a proffer to Don 

17 Mackay, and he did not. 

18 Q Okay. And the U.S. Attorney’s office, 

19 whether it be Mr. Jackson, Mr. Johnson or Mr. Mackay, 

20 was taking the position that a plea to a one-count 

21 felony would be a minimum requirement, correct? 

22 A That’s my understanding. I was not privy 
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to the conversations between U.S. Attorney’s office 
and Randy Coleman. 

Q And as it turned out, Mr. Hale pleaded 
guilty to two felony counts? 

A That’s correct. 

Q Now, you learned at some point that some 
individual associated or putatively associated with 
Mr. Hale claimed to be going to Washington to apply 
some sort of pressure to kill the investigation? 

A That’s correct. 

MR. B1TTMAN: Well, was this relative to 
the plea negotiations? 

THE WITNESS: Yeah, this - well - 

MR. BEN-VENISTE: This was testified to 
some hours ago. 

MR. B1TTMAN: I know. 

THE WITNESS: This was during the time 
frame of - 

MR. BITTMAN: Is it relevant to the plea 
negotiations between Hale and the U.S. Attorney’s 
office or Mackay? 

THE WITNESS: Well, I can see how it would 
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be relevant. The way I think it could be relevant is 
that — 

MR. BITTMAN: Hold on. That’s not a 
question. 

BY MR. BEN-VENISTE: 

Q Now, who is this individual who was so 
identified? 

A It’s my understanding from Fletcher Jackson 
that his name is Richard Mayes. 

Q And who is Richard Mayes? 

A An attorney and I believe a former judge of 
some type from Little Rock. 

Q Did this information concern you? 

A Yes. 

Q Did you take any action to determine 
whether Mr. Mayes was acting on behalf of Mr. Hale? 

A The only action I took was to advise our 
headquarters, 1 believe Supervisor Erickson and 
Supervisor Kendrick, that we had received this 
information from Fletcher Jackson and asked them to 
be alert for any similar information that got back to 
them from Washington. 
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1 Q And did you learn as to whether Mr. Mayes 

2 had in fact made any effort on behalf of Mr. Hale in 

3 this regard? 

4 A I believe if 1 did get an answer to that, 

5 that it was after January 9 of ’94. 

6 Q Did you write up the information that you 

7 had received from Mr. Jackson to transmit it to 

8 Washington? 

9 MR. BITTMAN: Prior to January of ’94. 

10 THE WITNESS: No, I believe I just 

1 1 telephonically advised the supervisors in Washington 

12 and made a memo internally in Little Rock. It was a 

13 rumor being repeated by Fletcher Jackson. 

14 BY MR. BEN-VENISTE: 

15 Q It was just a rumor? 

16 A Fletcher was actually somewhat cryptic as 

17 to how he found it out. I never knew where he found 

18 it out. 

19 MR. BEN-VENISTE: Off the record. 

20 (Discussion off the record.) 

21 BY MR. BEN-VENISTE: 

O When I was in the U.S. Attorney’s office 
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1 when there was some suggestion of improper influence, 

2 it is sometimes the case that somebody has applied 

3 pressure, often there are attorneys who make a living 

4 giving that impression to unwitting clients. It was 

5 the case that a quick indictment is a pretty good 

6 tonic to cure that kind of an infection. 

7 How long after -- when did this information 

8 come to your attention in terms of the ultimate 

9 resolution of Mr. Hale’s case? 

10 A Ultimate resolution as in his plea? 

1 1 Q Yes. 

12 A The information that efforts were made to 

13 quash the indictment, that information, I believe, 

14 came to my attention prior to his indictment, and 1 

15 believe somewhere there’s a memo that I’ve written 

16 that indicates the dates I advised the headquarters 

17 supervisor that I had heard that, and I would have 

18 heard that very near the date of that memo. 

19 Q So in fact the information was not related 

20 to whether Mr. Hale was going to achieve some kind of 

21 favorable plea resolution but rather that the 

22 indictment itself would be quashed or fixed or 
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somehow interfered with? 

A That was the information. 

Q So the return of the indictment might well 
have cut short any further speculation about whether 
Mr. Hale had such influence directly or indirectly to 
interfere with the return of a factually supported 
indictment? 

A If he or his representatives had been 
involved in such efforts, the indictment rendered 
those efforts moot. 

Q Was there any information that you later 
learned of that would suggest that this individual 
was off on a lark of his own without any connection 
to Mr. Hale? 

A I don’t recall. 

Q In connection with Ms. Casey’s recognition 

that at some point she would have to recuse but her 
unwillingness to bow to the pressure that Mr. Coleman 
was putting on her and as perhaps reflected in 
various stories in the press that she took issue 
with, did there exist in your view any negative 
effect on your investigation by reason of the time 
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period between when she recognized that a recusal 
would be in order and the time that she officially 
recused? 

A The fact that — I’d have to make some 
assumptions to answer that question. The only way I 
can see that it had a negative effect would be if 
Coleman was not confident that he could negotiate 
with Paula Casey, then it delayed the time period 
before he could negotiate with a DOJ person who was 
Don Mackay, but as far as the actual conduct of the 
investigation, what the FBI was doing, Paula Casey 
wasn’t personally handling those efforts anyway, so 
other than an effect it may have had on the plea 
agreements, the investigation -- our investigative 
efforts weren’t affected by that delay. 

Q Well, we know, don’t we, that the - that 
there wasn’t any obvious effect on the plea agreement 
since Mr. Mackay offered a proposition that was in 
some respects more liberal than what -- or more 
favorable to his client than what — to Mr. Coleman’s 
client than what Ms. Casey and Mr. Fletcher had 
offered and he still didn’t take that to you? 
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A My point is I have no way of knowing if 
Coleman and Hale’s mind-set was different had that 
delay not occurred. 

Q It was not obvious to you that that 
appeared to have a negative or deleterious effect to 
the investigation by reason of Ms. Casey’s delay in 
officially recusing? Is that your testimony? 

A Yes. 

Q One more thing we’ll clear up if we can and 
then I’ll be finished. 

The date of your first conversation with 
Special Agent Kevin Kendrick was what, if you 
recall? And let me provide you FBI 986. 

A My recollection is my first conversation 
with him was October 6, 1992. 

Q And at that time, if I understood your 
testimony, Mr. Kendrick told you that he had met with 
several DOJ and FBI officials to discuss the Madison 
referral? 

A That’s correct. 

Q Now, do you have any reason to believe that 
Mr. Kendrick met again with Department of Justice 
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officials and FBI officials regarding the same 
subject matter on October 8? 

A I don’t recall being informed of that. 

Q Did you learn that from any source? 

A I don’t recall learning that from any 
source. I don’t recall it at all. 

Q Did you ever speak with Ira Raphaelson or 
Robert Mueller — 

A No. 

Q -- regarding this matter? 

A No. 

Q And I take it the administrative note 
tickler count, whatever a tickler count might be, as 
reflected on FBI 525 was not made available to you 
contemporaneous with the other two pages of that 
document? 

A That’s correct. 

Q What is a tickler count? 

A I’m not sure I heard that phrase before. 

I’m familiar with the copy count. 

MR. BEN-VENISTE: l have nothing further. 

EXAMINATION 
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BY MR. GICALE: 

Q Kendrick called you on 10-6-92 to ask you 
about the referral, but 1 believe you also testified 
in response to one of Mr. Ben-Veniste’s questions 
that you had had an earlier inquiry about matters 
involving the Clintons? 

A That’s correct. 

Q When would that have been? 

A That would have been in, I believe, 

September of 1992, mid-September of 1992. 

Q Do you know who made the inquiry and how 
they inquired of it, what they said to you? 

A Dennis Akin from the public corruption unit 
at headquarters made the inquiry. He telephoned for 
the ASAC who was out of town, and his call was routed 
to me. 

Q Akin is at headquarters? 

A Yes. 

Q And what did he ask you? 

A He told me that there had been some - I 
don’t know how he characterized it, information or 

rumors or whatever, that there was some information, 
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and he may have characterized it as corruption 
information, I’m not sure - that may be in my mind 
because he was in the corruption unit — about the 
Clintons and asked if the Clintons or Hillary Clinton 
was a subject of any investigation or if we had — if 
we had information about — or complaint - 1 think 
corruption information about the Clintons or Hillary 
Clinton being involved in a conflict of interest. 

Q And I take it your response at that time 
was what? 

A My response was no. 1 told him that during 
the campaign, we had all kinds of people trying to 
provide what they thought was derogatory information 
about the Clintons, but that we had not received any 
corruption information like he was describing and did 
not have them listed as the subjects of any 
investigations. 

Q Now, there are no other calls, other than 
that 10-6 — prior to 10-6, were there any other 
calls prior to that that you received with respect to 
this? 

A No. 
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1 Q The recusal issue, Coleman had indicated in 

2 any number of ways, through letters and through 

3 discussions, that he was not confident in the U.S. 

4 Attorney’s offices ~ in the U.S. Attorney’s office 

5 because of — in particular, this U.S. Attorney 

6 because of her connections to the political 

7 establishment in Little Rock; correct? 

8 A I believe that’s accurate. 

9 Q Do you know whether or not Mr. Coleman was 

10 given the option of going to Department of Justice in 

1 1 Washington to talk to Department of Justice lawyers 

12 about potential plea in exchange for cooperation? 

13 A I don’t recall. My knowledge of the plea 

14 negotiations and contacts with Mr. Coleman, with the 

15 exception of the one time he called me, were 

16 secondhand from the United States Attorney’s office, 

17 and I just don’t have as clear a recollection of what 

18 happened because 1 wasn’t involved in it directly. 

19 Q Did you ever express to anyone -- recommend 

20 to anyone that if he was not confident, that that 

21 should be a course of action that should be offered 

22 to him, an option that should be offered to him? 
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1 A I can’t recall. 

2 Q With respect to Ms. Casey’s recusal, when 

3 you described the involvement of Tucker, Ward and 

4 Smith, did she relate to you her relationships with 

5 those individuals? 

6 A Yes. 

7 Q And how did she describe them? 

8 A She described Jim Guy Tucker as I believe a 

9 social acquaintance and it’s my recollection that she 

10 said she had either been a guest at a party in his 

1 1 house or vice versa. She described Steven Smith as 

12 being a boyfriend or possibly fiance of a good friend 

13 of hers, one of her best friends, and I believe she 

14 said that she knew Seth Ward well or was friends with 

15 Seth Ward. 

16 Q Now, when did you first form an opinion — 

17 withdraw that. 

18 Did you believe that she should recuse from 

19 these matters based on her relationship with these 

20 people? 

21 A Well, I would defer to her to make the 

22 decision as to whether or not she could effectively 
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carry out her duties, but based on what she said, it 
would be my preference that she recuse. 

Q And when did you first express that 
preference to her? 

A To her? 

Q Yes. Or did you? 

A 1 don’t know that I ever did. 

Q In October of ’93 when you received the 
second set of referrals, were you able to form an 
impression as to the quality of the criminal 
referrals received in October of ’93? 

MR. BITTMAN: Generally. I’d rather not 
get into his opinion of the referrals. Why don’t you 
give a general description if you want and a general 
assessment. Is that okay? 

MR. BEN-VENISTE: What does it relate to? 

MR. BITTMAN: Well, 1 think we specifically 
said in the letter that a general assessment. 

MR. GICALE: Right, general impression are 
the words. 

MR. BITTMAN: General impressions. 

THE WITNESS: There were nine referrals, 
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and there would be differences between the nine, but 
overall the referrals were detailed and specific, 
with the exception of one referral I remember which 
was somewhat general, detailed and specific in their 
allegations. 

BY MR. GICALE: 

Q Did you form an opinion as to the quality 
of the referrals based on your review of the 
specifics in them? 

MR. BEN-VENISTE: Objection. 

MR. BITTMAN: Yeah, I don’t think I want 
you to answer that. 

BY MR. GICALE: 

Q In some questioning with respect to the 
letter that Mr. Banks sent, when you said that it was 
your opinion that the letter was perhaps too strong, 
you indicated that in addition to the allegations 
against the McDougals and Anspaugh, that there could 
have been other allegations in there that he could 
have referenced; is that correct? 

MR. BEN-VENISTE: Object to the form of the 
question. I don’t understand it. 
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THE WITNESS: 1 believe what I said was 
that his letter referenced check-kiting on the part 
of the McDougals, and the thing that comes to my mind 
now and I was thinking of when 1 gave that answer is 
that I believe the referral makes reference to, and 
we have referred to earlier today, an allegation that 
they diverted the proceeds of a home improvement 
loan. If that were the case, that could also be 
worthy of investigation in addition to check-kiting. 

BY MR. GICALE: 

Q So that’s something else that could have 
been included in the letter? 

A Well, I guess the letter could have been as 
long as the referral was if you included all the 
allegations in there, so 1 think what 1 said was that 
there were other things but 1 believe from my 
conversations with Chuck Banks that he had identified 
that as the most promising or the most prominently 
mentioned criminal activity in the referral. 

Q But in any event, you believe that there 
were other things that you could explore as well or 
investigate as well? 
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A Well, the referral is a series of 
allegations and general suggestions, and those are 
items that you would want to address during an 
investigation, but as you start an investigation of a 
referral that might have, say, 30 elements to it, if 
you feel like you’ve struck pay dirt on an element 
early on, you could very well ignore the other 
elements because of the chances you have for success 
in prosecution on the one you have. 

So I’m not — your investigation doesn’t 
have to be limited to what’s in the referral. It 
can — you could base it on information contained in 
old FBI case files or — 

Q All right. With respect to the referrals 
and this concept of naming people as witnesses, based 
on your experience with bank fraud cases, if you have 
a case, for instance, where person A misappropriates 
funds from a federally insured bank and those funds 
end up in person B’s bank account, would it be a 
natural thing to inquire somehow as to how these 
funds ended up in person B’s bank account? 

MR. BEN-VENISTE: I object. It’s a 
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hypothetical in the lateness of this hour, in 
redirect. 

MR. GICALE: 1 still would like an answer. 

THE WITNESS: If the movement of the funds 
constituted illegal activity, you would trace the 
movement of the funds, however far along its course 
is necessary. 

BY MR. GICALE: 

Q Right. It might be necessary to interview 
people who were responsible or had control of the 
account; correct? 

A It could be, just wouldn’t know unless you 
had the situation in front of you. 

Q And as a result - but as a result, they 
might be potential witnesses in the case; correct? 

A Well, yeah. Only to qualify though, it’s 
case by case. When a bank robbery occurs, the FBI 
conducts neighborhood investigations and knocks on 
doors near the bank, not because they know that 
somebody witnessed something but because they think 
they might have because they were close to the 
situation. 
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Q But when they find the bag of money in 
somebody’s house, that becomes a more important 
witness than the witness that just is the guy — 

A 1 would agree with that, definitely agree 
with that. 

MR. BEN-VEN1STE: Well, we’ve gotten a long 
way here to the bag of money in somebody’s house. 

THE WITNESS: I’m sorry, I wasn’t trying to 
say you wouldn’t do that. I’m just saying that going 
further than what you said, not only could you 
consider people that were involved as the witnesses, 
you could even consider people that you didn’t know 
were involved as being witnesses. 

BY MR. GICALE: 

Q My only point is with respect to this 
referral, there were people listed who were 
beneficiaries in this complaint, C0004, beneficiaries 
of misappropriated funds from a — 

MR. BEN-VEN1STE: That is totally and 
utterly untrue. If you read that referral, 

Mr. Gicale, and it’s only 10:00 so you have a couple 
of hours before midnight to read it, you talk about 
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people who are referenced in that referral who are 
shown obituaries of — 

BY MR. GICALE: 

Q I’ll rephrase it. There were organizations 
listed and there were people who were principals of 
those organizations and the allegation there was that 
those organizations, funds that were misappropriated 
from that bank ended up in those organizations. 

MR. BEN-VENISTE: I object to - 

BY MR. GICALE: 

Q Correct? 

MR. BEN-VENISTE: Are you talking about 
0004, Mr. Gicale? 

MR. GICALE: Yes, I am. 

MR. BEN-VENISTE: What organization are you 
talking about their being principals of? 

MR. GICALE: One check was a $3000 check to 
the Bill Clinton Campaign Fund dated April 4, 1985. 

THE WITNESS: 1 remember that. I believe 
in my analysis, I made a point of the fact that the 
campaign received it and that did not necessarily 
indicate personal knowledge on the part of Bill 
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Clinton. 

BY MR. GICALE: 

Q Right. 

A It did not rule it out, but there wasn’t 
evidence that it existed either. 

Q But to determine whether or not they had 
knowledge, sometimes you have to go to the 
individuals who receive it? 

MR. BEN-VENISTE: What is the point of 

this? 

MR. GICALE: The point is you made a point 
earlier in your questioning as to why someone would 
list these people as witnesses, the significance of 
listing these people as witnesses, and what I’m 
attempting to show is that it’s not unreasonable when 
people who have — perhaps organizations with people, 
the principals, have benefited from it could be 
listed as witnesses, that’s not an unreasonable thing 
for an investigator to do, to list — 

MR. BEN-VENISTE: He said they were listed 
as witnesses because it was a form that said list the 
witnesses. 
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THE WITNESS: Well, I believe you asked me 
why anybody would list witnesses. 

MR. BEN-VENISTE: Right. 

THE WITNESS: And I said that my 
understanding is the form had spaces for subjects and 
witnesses, and per my experience in the government, 
if there’s a space on the form, you fill it out. 

MR. BEN-VENISTE: I remember that. 

(Laughter.) 

MR. SGRO: What day was that? 

MR. BEN-VENISTE: That was still today. 

BY MR. G1CALE: 

Q But my point to you, my question to you, is 
it would not be unreasonable for this investigator to 
list people who had information — potential 
information with respect to funds that eventually 
went into corporations that they might be principals 
in; correct? 

MR. BEN-VENISTE: Asked and answered. What 
corporation, the campaign corporation? 

MR. G1CALE: Entities. That’s one that 
I’ve just cited. 
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THE WITNESS: Well, 1 don’t think - 1 
think it’s reasonable for RTC to list whatever they 
think is reasonable on that, a person that could be 
involved as a witness, that — yes, that could be 
reasonable. 

BY MR. G1CALE: 

Q You also indicated that at some point in 
time, Mr. Pettus told you that Mr. Raphaelson — he 
found out that Mr. Raphaelson had obtained 
information from the RTC with respect to the 
referrals? 

A I remember him mentioning Raphaelson, and I 
believe that he said that there was at least a rumor 
or maybe there was a speculation on his part that the 
information came to Raphaelson from RTC. 

Q He was speculating that or he — 

A I don’t know because 1 can’t remember the 
conversation clearly, but 1 remember the name 
Raphaelson and 1 remember a discussion of RTC. I 
don’t know if he definitely said the information came 
from RTC to Raphaelson or not. 

Q And when did Pettus tell you that? 
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1 MR. BEN-VENISTE: About four hours ago in 

2 the testimony, we’ve covered all this. Do you have a 

3 point in this, Lou? Really. 

4 MR. GICALE: I’m almost finished. 

5 THE WITNESS: I believe this was around the 

6 time of the October 9 through 16 or shortly after 

7 October 16 of 1992, and the discussion was his - 

8 either his speculation or his -- 

9 BY MR. GICALE: 

10 Q What prompted the discussion? 

1 1 A Well, I don’t know. It was three years 

12 ago. I just remember a conversation that concerned 

13 where the - how DOJ might have come to meet with the 

14 FBI at headquarters and then the phone call on 

15 October 6 was generated. 

16 MR. GICALE: 1 believe that’s all I have. 

17 MR. BEN-VENISTE: Just a few questions. 

18 EXAMINATION 

19 BY MR. BEN-VENISTE: 

20 Q You indicated that Mr. Coleman was 

21 concerned about the political establishment in Little 

22 Rock in connection wi th making a proffer of 

— 32 

1 information; is that right? 

2 A Yes, and I would qualify that. I’m not 

3 certain what I was aware of when, but 1 know that 

4 there had been newspaper articles appearing and there 

5 were conversations with Mr. Coleman subsequent to 

6 January 9 of ’94, that I’m aware that that has been 

7 attributed to him. 

8 Q In your view, knowing Fletcher Jackson, do 

9 you regard him as an individual in the political 

10 establishment of Little Rock? 

11 A I don’t know who he associates with, but I 

12 would not have placed him in the political 

13 establishment in Little Rock. 

14 Q Mr. Gicale asked you whether Mr. Coleman 

15 was instructed that he might, as an alternative, go 

16 to Washington to make his proffer to the Department 

17 of Justice. Did you have some reason to believe that 

18 Mr. Coleman didn’t know the Department of Justice was 

19 in Washington? 

20 A No. 

21 Q Did you have some reason to believe that 

22 Mr. Coleman, if he had wanted to go to the Department 
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of Justice, wouldn’t know how to find it? 

A No. 

Q You were advised that Jeff Gerth, a 
reporter for The New York Times, had spent five hours 
with Mr. Hale and Mr. Coleman and that those 
gentlemen had communicated a considerable amount of 
information to Mr. Gerth; isn’t that so? 

A Yes. 

Q And you knew that at a point in October of 
1992? 

A I think we’re into 1993, and I believe it 
might have been September. That Hale -- Hale was — 

Q ’93, sorry. September of ’93? 

A 1 believe that’s the case. 

Q Okay. Now, this was at a time prior to — 
well, prior to any proffer that Mr. Hale may have 
ultimately made to somebody in connection with his 
ultimate plea agreement; correct? 

A Yes. 

Q And was there some serious suggestion that 
having spent five hours talking to a reporter that 
the FBI was then going to wire this guy up and send 
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him out somewhere to do some undercover 
investigation? 

A 1 don’t remember that being discussed in 
conjunction with him meeting with a reporter. 

Q Was there any notion that he would be a 
viable undercover candidate following five hours of 
telling his story to a reporter? 

A I think that’s a very negative item to be 
considered in his effectiveness, and I’ve already 
stated the concerns about his close associates being 
aware of it and the concern for false exculpatories, 
and the last thing that the FBI would want at that 
point would be to be dealing with somebody like that 
that was in contact with a reporter. 

MR. BEN-VEN1STE: I have nothing further. 

EXAMINATION 
BY MR. G1CALE: 

Q While Mr. Jackson was not a part of the 
political establishment, he had to answer to his 
supervisor in terms of getting a plea approved; 
correct? 

A That’s my understanding. 
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Q And his supervisor in late August and 
September was Paula Casey; correct? 

A That’s correct. 

Q Mr. Coleman did not trust Paula Casey to 
make the right decision; correct? 

A That’s my understanding. 

MR. GICALE: I have nothing further. 

MS. SIMONTON: Come on. Resist it, 

Richard. 

EXAMINATION 

BY MR. BEN-VENISTE: 

Q Was there any suggestion that the plea 
agreement that Fletcher Jackson was proposing was in 
any way unacceptable to Ms. Casey? 

A I’m not sure of what Fletcher Jackson 
proposed as a plea agreement, but I know Paula Casey 
personally assured me that she was in support of and 
agreed with the FBI position that Hale should plead 
to a felony count. 

MR. BEN-VENISTE: My question, read it 
back, please. 

MR. BITTMAN: He answered it. He said he 
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wasn’t sure. 

(The reporter read the record as requested.) 

THE WITNESS: I don’t know what plea 
agreement he suggested to Ms. Casey. 

BY MR. BEN-VENISTE: 

Q Knowing what you know about what was 
suggested, do you have any reason to believe that 
Ms. Casey was unsupportive of the plea agreement that 
Mr. Fletcher Jackson had proposed? 

MR. GICALE: You know, I’m going to object 
to this. He doesn’t know what he was — 

MR. BEN-VENISTE: He knows whether 
Ms. Casey provided any information to him or he 
received it from any other source as to whether she 
didn’t like Fletcher’s proposal. That’s the only 
question I’ve asked. 

THE WITNESS: 1 don’t remember any 
discussion of whether Paula Casey liked Fletcher’s 
proposal. 

BY MR. BEN-VENISTE: 

Q Therefore you have no reason to believe 
that she opposed it, do you? 
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A I don't have any knowledge of it, so 1 
don’t have any reason to believe there was any 
opposition to it. 

MR. BEN-VENISTE: There you go. Thank 

you. 

(Whereupon, at 10:18 p.m., the deposition 
was concluded.) 


STEVEN D. IRONS 
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said witness was taken in shorthand and thereafter reduced 
to typewriting by me or under my direction; that said 
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PROCEEDINGS 

Whereupon, 

BRUCE R. LINDSEY 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 

MR. G1UFFRA: Good morning, Mr. Lindsey. 
My name is Robert Giuffra. I’m the chief counsel of 
the Senate Banking Committee. To my left is Neal 
Kravitz who is the principal Democratic deputy 
special counsel. And further on down is Glenn Ivey 
who is deputy special counsel for the Democrats. 

This is a deposition that is being 
conducted pursuant to Senate Resolution 120. This 
resolution establishes a special committee 
administered by the Banking Committee to conduct an 
investigation involving Whitewater Development 
Corporation, Madison Guaranty Savings & Loan, Capital 
Management Services, Inc. and the Arkansas 
Development Finance Authority and other related 
matters. 


You have discussed with your counsel that 

today’s deposition would be dealing with the 

4 

provisions contained in section 1(b)(2) of Senate 
Resolution 120, those issues might be described 
generically as the Washington issues. 

We realize that you previously testified 
with regard to the RTC aspects of this back in 1994, 
and 1 will certainly endeavor to the absolute best of 
my ability to stay away from those areas and not to 
get additional testimony. 

This is a deposition that is being 
conducted in advance of a public hearing in 
November. Let me also just, maybe put this on the 
record. In my conversations with Mr. Nussbaum, your 
counsel, we both agreed there would likely be a later 
deposition dealing with the matters specified in 
section 1(b)(3) of the resolution. Is that something 
that you can agree with? 

MR. NUSSBAUM: I can agree we discussed 
that and I’m quite confident you will pursue that. 

If you want to take his deposition. 

THE WITNESS: I will probably show up if 
you want to take my deposition. 

MR. NUSSBAUM: We can squeeze him in with 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6948 


5 

all the other depositions. When you are done, there 
is something I would like to put on the record. 

MR. GIUFFRA: Would you like to state an 
appearance. 

MR. NUSSBAUM: For the record, I’m Bill 
Nussbaum on behalf of Mr. Lindsey. I just wanted to 
state the following for the record. 

I had a conversation this morning with the 
White House counsel’s office about the question of 
what, if anything, they regard as privileged that 
they might ask Mr. Lindsey about. My purpose in 
having this was 1 do not want to encounter the 
problem that we encountered last time in which we had 
to take breaks from time to time so that 1 could 
attempt, at that time unsuccessfully, to reach 
someone in the counsel’s office to resolve certain 
questions about whether they were willing to waive 
privilege. 

I want to state my understanding from them 
of what they deem privileged so you know in advance, 
and if it differs from the understanding, if any, 
whatever one you have from them, we can discuss it. 

6 

They are with respect to attorney-client privilege 
and of course this is the White House’s privilege, 
any discussions involving Mr. Kendall, any 
discussions between Mr. Lindsey and the President in 
which Mr. Lindsey was serving as a legal advisor to 
the President, are areas in which 1 will assert, 
should you ask a question that calls for an answer in 
those areas, in which 1 will assert privilege. 

As l understand it, with respect to the 
question of executive privilege, I’m advised by Jane 
Sherburne that the White House counsel’s office has 
worked with you, with the committee, cutoff dates for 
the five areas, A through E, in section (b)(2), A, B, 
and D, have cutoff dates of March 4, 1994, C and E 
have cutoff dates of August 5, 1994. 

And what I understand from Jane Sherburne 
for that to mean is this with respect to, for 
example, to A, B, and D, you will not be asking 
questions or seeking to elicit information about 
things that might have occurred after March 4, 1994. 

With respect to C and E you will not be seeking to 
elicit information about things that occurred after 
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August 5, 1994. 

Anything before those dates, my 
understanding is the White House counsel’s office is 
not claiming any sort of executive privilege, and 
therefore Mr. Lindsey will be more than happy to 
answer those questions. With that, I have nothing 
further to say. 

MR. G1UFFRA: The only thing 1 would state 
so the record is clear, we haven’t worked out cutoff 
dates with the White House on these matters in quite 
the way you specified. The subpoena was served on 
the White House which specified that we were seeking 
documents for certain periods and that subpoena was 
done because of the problem with the White House 
having to produce huge quantities of documents and 
then having to go through and prepare a giant 
privilege log. 

At least that was the understanding of the 
majority. This was not a cutoff date for all 
purposes, and that would apply to document 
productions of individual witnesses. But 1 think 
that these will provide some guidelines for you in 

8 

going through the deposition and if you have a 
problem, we will deal with it. 

(Discussion off the record.) 

MR. G1UFFRA: Just some basic 
preliminaries, we have gone through this before. Our 
procedures are set forth in Senate Resolution 120, 1 
will first be asking you a series of questions, then 
someone from the Democratic side will be asking a 
series of questions. We may have additional rounds 
of questions. 

If at any time today you have a question 
about, or one of the questions is confusing or 
ambiguous, please let us know and we will rephrase 
the question. If at any time you need a break, let 
us know. You will be testifying under oath. The 
stenographer will be preparing a record of the 
questions and answers, the deposition will be treated 
as committee confidential until the commencement of 
the hearings. 

Sometime prior to the hearing you will 
receive a letter from the committee advising you you 
may come to the Senate to review your transcript to 
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make note of any corrections in terms of 
transcription or errors — strike that. 

Any corrections in the transcription on an 
errata sheet. You will also be given an opportunity 
to have a copy of the transcript four days before any 
testimony you might give. You have a right to be 
represented by counsel. You have chosen to do so. 
Objections to the form of the question will be noted 
for the record. Counsel may also object on privilege 
and relevance grounds. The committee chairman will 
rule on objections in the event that someone -- if 
you refuse to answer a question. 

Why don’t we begin. Do you have any 
questions, Mr. Lindsey? 

THE WITNESS: No. 

EXAMINATION 
BY MR. GIUFFRA: 

Q Would you state your name for the record? 

A Bruce Robert Lindsey, L-i-n-d-s-e-y. 

Q And your present business address? 

A The White House, west wing. 

Q And your present position? 

10 

A Assistant to the President and deputy 
counsel. 

Q Do you know Paula Casey? 

A I know her, I don’t know her well. 

Q Do you know Gil Glover? 

A Yes. 

Q Who is Gil Glover? 

A Gil Glover is Paula Casey’s husband. 

Q What is the nature of your relationship 
with Mr. Glover? 

A He was involved in Democratic politics in 
Arkansas and I would see him at Democratic functions. 

Q Did you have any role in the appointment of 
Paula Casey as U.S. Attorney for the U.S. District of 
Arkansas? 

A At the time I was director of the office of 
presidential personnel, and we did all appointments, 
including U.S. Attorney appointments. However, where 
there were Democratic Senators, we tended to defer to 
the Democratic Senators on recommendations for U.S. 
Attorneys, U.S. marshals, and federal district 
judges. 
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Q And in the case of Paula Casey, was she 
someone who was recommended to the White House by one 
of the two Democratic Senators from Arkansas? 

A Yes, she was represented by Senator Bumpers 
and Senator Pryor. 

Q Since January 20, 1993, have you had any 
communications with Paula Casey? 

A No. 

Q Since January 20, 1993 have you had any 
communications with Gil Glover? 

A Not that I recall, I don’t believe so. 

Q Do you know a man named Fletcher Jackson? 

A Fletcher Jackson, I know who he is, he is 
an assistant U.S. Attorney in Little Rock, but I 
don’t know him. 

Q Since January 20, 1993, you have had no 
communications with Fletcher Jackson? 

A No. 

Q Do you know someone by the name of Michael 
Johnson? 

A No. Not that I recall. 

Q During your deposition in 1994, you 

12 

indicated that you were residing with Erskine Bowles? 

A For about a two-week period. 

Q That two-week period was when? 

A Whenever the deposition was. Was that 
April? 

Q July. 

A July. 

Q What is the nature of your relationship 
with Mr. Bowles? 

A At the time he had an extra bedroom. He 
was the director, 1 guess, I am not sure, 
administrator, 1 guess, of the Small Business 
Administration. I first met Erskine during the 1992 
campaign. He now is deputy White House chief of 
staff. And my relationship with him is more 
business. 

Q Prior to coming to the White House, did you 
know a man named David Hale? 

A I knew of him. But only, but not in any, 
neither socially or business, I had no business 
dealings with him. Again, Arkansas is not huge. If 
I saw him on the street, he might know who I was and 
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I would know who he was, but beyond that, no. 

Q He was a municipal judge in Little Rock? 

A Little Rock. 

Q Did you know a man named — strike that. 

Do you know a man named Randy Coleman? 

A 1 know he is an attorney in Little Rock. 

Again, other than maybe just, I would not recognize 
him if he walked in here. 

Q Since January 20, 1993, have you ever 
spoken to Randy Coleman? 

A No. 

Q Did there come a time in 1993 when you 
learned of an SBA criminal referral relating to David 
Hale? 

A 1993? 

Q Correct. 

A I don’t think so. Can you tell me when he 
was indicted? 

Q He was indicted on September 23, 1993. 

A 1993. Well, then obviously yes. I don’t 
know if I ever knew there was a criminal referral. I 
knew shortly before he was indicted that he was under 

14 

criminal investigation. 

Q How did you come to learn shortly prior to 
September 23, 1993 that Mr. Hale was under 
investigation? 

A 1 believe through Jeff Gerth. 

Q And Jeff Gerth is? 

A A reporter with The New York Times. 

Q Your recollection would be that Mr. Gerth 
contacted you? 

A Yes. The reason I hesitate was several 
days before he was indicted, there was a story in the 
Arkansas newspaper in which he said that he expected 
to be indicted. But I believe maybe the Saturday 
before that story appeared, Jeff Gerth told me that 
he had conducted two or three days worth of 
interviews with David Hale. 

Q What are the two main papers in Little 
Rock? 

A There is only one now. Used to be the 
Arkansas Gazette and the Arkansas Democrat. The 
Arkansas Democrat bought out the Arkansas Gazette and 
now is called the Arkansas Democrat-Gazette. 
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Q Are stories from the Arkansas — strike 

that. 

During 1993, were stories from the Arkansas 
Democrat or the Arkansas Gazette regularly included 
in the White House press clippings? 

A No. 

Q Have you ever discussed David Hale with 
Mr. Bowles? 

A Don’t believe so. 

Q During - strike that. 

During August, 1993, did William Kennedy 
advise you of a communication that he had with Randy 
Coleman with regard to David Hale? 

A Yes. Well, 1 think Jeff Gerth told me 
first that Randy Coleman said that he had talked to 
Bill Kennedy. 1 think I then spoke to Bill Kennedy 
and he said yes, he had. 

Q So your testimony is that you probably 
learned this fact first from Gerth? 

A I think so. 

Q What did Mr. Kennedy say to you about this 
communication that he had with Mr. Coleman? 

16 

A He indicated that Randy Coleman had called 
him, indicated that he, Mr. Coleman, had a client, 
that Mr. Kennedy had a client who had mutual 
interests. 

Q Who did you understand Mr. Kennedy’s client 
to be? 

A Well, in the context of when 1 heard it, I 
took it to be the President. And that they should 
get together and talk. 

Q Did Mr. Kennedy advise you as to what was 
the subject matter about which Mr. Coleman and he 
should talk? 

A Again, I think it was after my conversation 
with David, with Jeff Gerth, so I think the context 
in which — whether he advised me or not, I clearly 
had the context of the discussion, because it was 
after I had had the conversation with Gerth in which 
he had outlined to me what David Hale was claiming. 

Q What was David Hale claiming? 

A David Hale was claiming that he met, saw, 
the then governor, now President, on three occasions 
sometime, I don’t even remember, in the ’80s, I 
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1 guess, in which the President, then governor, 

2 encouraged him to make a loan to Jim, Susan 

3 McDougal. 

4 Q And that was to an entity called Master 

5 Marketing? 

6 A 1 don’t think 1 knew that at the time, but 

7 later, yes, I mean the loan was made to an entity 

8 called either Master Marketing or Madison Marketing, 

9 but anyway, yes. 

10 Q Do you know Beth Nolan? 

1 1 A Yes. 

12 Q Who is Beth Nolan? 

13 A She is an associate White House counsel, 

14 was associate White House counsel, now a professor at 

15 George Washington University Law School. 

16 Q Have you ever discussed any 

17 communication — strike that. 

18 Have you ever discussed with Beth Nolan any 

19 telephone conversations that she was a party to with 

20 Mr. Coleman? 

21 A I don’t know the answer to that. When l 

22 talked to Kennedy about this matter, he explained 

‘ f8 

1 what they did. How they, that he got this call that, 

2 that he spoke to Bemie, that the decision was made 

3 they would not have any conversations with 

4 Mr. Coleman, and that Ms. Nolan was on the phone call 

5 made back to Mr. Coleman. Now whether or not 1, Beth 

6 had said anything to me about that independently or 

7 not, 1 couldn’t tell you, but 1 do know that that was 

8 the context. 

9 Q Do you have any understanding as to the 

10 reason for the second phone call to Mr. Coleman? 

11 A I believe to tell him that Bill had no 

12 interest in meeting with him to discuss the matter 

13 that he wanted to discuss. 

14 Q Did you have any understanding as to 

15 whether there was any attempt being made by 

16 Mr. Kennedy or Nolan to obtain information from 

17 Mr. Coleman about the allegations that Mr. Hale was 

18 making about the President? 

19 A I don’t know anything about that. 

20 Q Did you ever discuss with Mr. Nussbaum any 

21 communications that Mr. Kennedy had with Mr. Coleman 

22 in August of 1993? 
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MR. NUSSBAUM: Bemie Nussbaum. 

THE WITNESS: Again, I think I learned most 
of this through Bill Kennedy. Whether or not Bemie 
and I had ever mentioned it or talked about it or 
not, I really can’t answer. But basically what I 
just outlined to you is the extent of my knowledge. 

And I think 1 learned it from Bill Kennedy, who 1 may 
have gotten confirmation of snippets of it from 
either Beth or from Bemie. 

BY MR. G1UFFRA: 

Q Have you ever discussed with Webster 
Hubbell the fact that Mr. Coleman had contacted 
Mr. Hubbell during the summer of 1993? 

A No. 

Q Do you have any understanding as to whether 
Mr. Coleman contacted Mr. Hubbell during the summer 
of 1993? 

A 1 have either read it in Web’s testimony or 
in a newspaper article, that I think Mr. Coleman 
contacted him about an unrelated matter, but other 
than what 1 have read, no. 

Q I would like to show you a document which 

20 

bears Bates number JML 2432, 2433. Have you ever 
seen that document before? 

A I don’t recall. I don’t know. I don’t 
recall. 

Q Who was Mr. Lyons? 

A Jim Lyons was the attorney who was a member 
of our attorneys committee during the 1992 campaign, 
who was tasked with the Whitewater matter and 
contracted with Patten, McCarthy, which is, was 
called Patten, McCarthy, now Patten, McFee & 

Associates, which is basically an accounting firm, to 
do a reconstruction to the extent we could from the 
records we had of the books of Whitewater, to try to 
determine the Clintons’ investment and loss from that 
investment. 

Q During 1993, did you regularly communicate 
with Mr. Lyons? 

A Yes. 

Q What were the subject matters about which 
you regularly communicated with Mr. Lyons? 

A Well, he and I are friends, so at different 
times we would communicate about different matters. 
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We communicated about appointments in Colorado, we 
communicated about our families, we also communicated 
about, especially during the time when I was handling 
the press inquiries, about Whitewater. 

Q Mr. Lyons has indicated to the committee 
that he believes that he would have faxed this 
analysis to you? 

A Very possibly he would. 

Q But you have no recollection of ever 
receiving this analysis? 

A 1 have seen analyses like that, that they 
did. Now whether or not I have seen that one, I 
don’t recall. We did, several times we did those to 
try to trace money in and out from the records we 
had. 

Q Now, Mr. Lyons also indicated that this was 
analysis that was prepared during 1993. Do you have 
any recollection of this analysis or similar analyses 
being prepared during 1993? 

A Again, I’m having trouble on the dates. I 
believe the first time I heard of Madison Marketing 

maybe was in this conversation with Gerth. He 

22 

indicated in that conversation that some of this 
money that Hale had had gone into Whitewater. First 
time 1 had heard of that. 

I may have called Jim, it’s possible, and 
said can you try to determine whether or not that 
happened, you know, and see. And this analysis could 
have been prepared to try to do that. Again, all of 
that would be something I might have done, but I 
don’t have any recollection of doing it. 

Q Your best estimate of the conversation with 
Mr. Gerth is sometime in September, probably, 1993? 

A I have a document that reflects it. So I 
don’t have a recollection. I’m sorry. It was 
shortly before he was indicted, because - 

Q Shortly before Hale was indicted? 

A Before Hale was indicted, yes. 

(Discussion off the record.) 

BY MR. GIUFFRA: 

Q Mr. Lindsey, have you received a subpoena 
duces tecum from the Banking Committee — Whitewater 
committee? 

A Yes. 
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Q And have you taken steps to comply with 
that subpoena? 

A Yes. 

MR. NUSSBAUM: Let me respond on 
Mr. Lindsey’s behalf. Following up on the 
conversation we just had off the record. Yesterday 
afternoon I produced on Mr. Lindsey’s behalf, along 
with a cover letter to you, Mr. Giuffra, with a copy 
to Mr. Kravitz, both of which were delivered to 
Mr. Kolinski, as we were instructed to do, a number 
of documents which consisted of Mr. Lindsey’s 
responses to inquiries from the press or in one 
particular case, there are notes of conversations 
with a reporter. There were two press-related 
documents that we did not produce, but instead turned 
over to the White House counsel’s office, because 
there were privilege issues attached to those 
documents and as my letter stated, the White House 
counsel’s office will be dealing with you directly 
about them. 

We also produced one additional document 
which we had inadvertently failed to produce the 

24 

first time through, which was notes of a conversation 
Mr. Lindsey had had with an individual, I think, 
named Jim Blair. Those were produced yesterday I 
believe before 3:00 and I’m somewhat disheartened 
that they didn’t make their way to you. 

(Recess.) 

BY MR. GIUFFRA: 

Q Mr. Lindsey, do you want to in any way 
amend your prior answers to your testimony so far 
today? 

A Don’t think so. 

Q Calling your attention to a document 
bearing Bates number BL 11714, 1 1715, the letter. 

A Okay. 

Q What is this document? 

A At some point Jeff Gerth and, I guess, in, 

1 guess, August of 1994 asked a series of questions 
about the 1990 campaign, primarily about the loans, 
and I wrote him a letter in response. 

Q Do you recall when Mr. Gerth made the 
request? 

A 1 would think several weeks before this. 
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Q Did Mr. Gerth make the request in writing 
or over the telephone? 

A I didn’t speak to Mr. — I think he made it 
to John Podesta. 

Q Turning your attention to documents BL 
1 1 7 1 7 through 11731, what is this document? 

A That is two documents. 

Q I’m sorry. Two documents. I went too 
far. BL 1 1728 is the end of the document which 
begins at 1 1717. 

A Yes. 

Q Those are notes of a meeting that you had 
with Mr. Gerth? 

A Yes. 

Q When was that meeting? 

A The notes reflect 9/20. 

Q On the left-hand margin there are some 
initials. 

A MG, BRL, DG. 

Q Who are reflected by those notes? 

A Mark Gearan, Bruce Lindsey, and Gerth. 

Q Do you normally keep notes of conversations 

26 

of meetings? 

A Depends on what the purpose of the meeting 
is. This meeting was Jeff Gerth asking to see us, to 
tell us about two or three days he had spent in 
Little Rock interviewing Hale. So I kept notes. 

Q When do you estimate that you first heard 
of allegations that Mr. Hale was making? 

A I believe at this meeting. 

Q At this meeting. Did he tell you about the 
allegations prior to the meeting? 

A No. 

Q This would have been the first time you 
learned about the Hale allegations? 

A Yes. Again, I don’t believe, I think Jeff 
Gerth spoke to someone other than me about this. 

Q And you came to the meeting? 

A 1 came to the meeting. 

Q If you could just read, I know it’s 
somewhat tedious, but just read through the notes so 
we have them in the record. 

A Okay. "If affidavit differs, stop." 

Q What does that indicate to you? 
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A I think that Jeff said that following their 
interviews, they had put certain things that he had 
said into an affidavit, including certain statements 
he made and they had sent it to him, and if he backed 
away from those statements, if he said that that 
wasn’t right or something, that would be the end of 
it. So he was trying, I think, to tell us that we 
are not, we are not there yet. We are not vouching 
for his credibility. We sent him an affidavit. If 
he signs it, we may go witness. If not, we are going 
to stop. 

Q Okay. What is the next notation? 

A "Some documents, most of it doesn’t have to 

do with this." 

Q What does that indicate to you? 

A I’m speculating that he indicated that they 
had seen some documents but most of it didn’t have to 
do with this particular transaction. 

Q Okay. Next notation? 

A "In some ways, boils down to this man’s 
word as to what happened." 

Q Okay. The next entry? 

28 

A "Judge David Hale, sitting judge, some 
credibility, also facing an indictment." 

Q Then there is a notation to the left. 

A "Gearan left." 

Q The next entry? 

A "Three days, six hours of interviews first 
day, colleague interviewed second day, both 
interviewed. His attorney approached New York 
Times." 

Q The next entry? 

A "Small Business Investment Corporation, 

Capital Management Services, 1979, only loaning your 
money, $500,000 of his money." 

Q What does that indicate to you? 

A 1 don’t know. Again, I think he was 
telling me that Capital Management Services was a 
Small Business Investment Corporation that was 
created in 1979. I don’t know what only losing your 
money means — excuse me, "only loans your money" 
means; "$500,000 of his money" I guess is a reference 
to his investment in it. "His" being David Hale. 

Q Okay. The next entry? 
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A "BC," Bill Clinton, "called him several 
times.” Again, all this is what David Hale related 
to Jeff Gerth, and what Gerth related to me. None of 
this is factual, because it’s here, it’s only here 
because, that is, I was writing down what they were 
telling me. "Bill Clinton called him several times 
in 1980 concerning SB1C." 

Then it says "BC called, consultant from 
San Francisco, see if state could" — and I can’t 
read the last word. "Clematco," which 1 assume is a 
company, I can’t read the next word, loaned 
something, looks like. "BC wanted him to make." 

1 think these were where he said that 
Clinton called him several times in 1980. These were 
what he was saying were the several times that Bill 
Clinton had called him. 

Q What does the notation on the left side 
indicate to you? 

A "Not improper." 1 probably made a note 
that these sorts of inquiries would not be improper. 
"October, fall of 1995, conversation with Jim 
McDougal and joint conversation with Jim McDougal and 
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JGT," which would be Jim Guy Tucker. 

This is then quoting what he said. 

"McDougal told them we have some stuff we need you 
to do and some friends in political family who need 
some help. McDougal: We need to find you more 
money. McDougal: Bank examination needed to get 
some loans out of bank." 

Q Can 1 ask a question. Was Mr. Gerth 
reading from notes during this meeting? 

A I think so. 1 don’t recall it, but the 
way, the fact that I put quotes would seem to suggest 
that he was looking at something and not just talking 
off the top of his head at this point. And these may 
be the kinds of things that he was telling me early 
on that we are going to put in an affidavit and if he 
backs away from them, we are through. "Look at 
Hale’s financials, get him more capital. Loans, 

Castle Water & Sewer, $150,000, JGT, Steve Smith 
loans, $65,000, Susan McDougal, $150,000 at the time, 
later $300,000." 

Q And the notation between there? 

A Up at the top, "not permissible." 
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Q What does this indicate? 

A Again, I’m personally speculating, but 1 
think Hale was telling Gerth that he had made these 
loans that were not permissible loans, but he had 
made them. 

Q Okay. 

A "JGT," Jim Guy Tucker, ’’and McDougal has 
his ’tit’ in a ringer." I think that is Jim Guy 
Tucker saying that McDougal has his "tit in a 
ringer." 

MR. NUSSBAUM: That is Gerth saying that 
Hale is saying. 

THE WITNESS: That’s right. "Jim Guy 
Tucker, in his wife’s name and another person in his 
cable company, W&S loan, impermissible." 

BY MR. GIUFFRA: 

Q Do you know what this refers to? 

A 1 don’t know what W&S is. Oh, water and 
sewer, I assume W&S refers back up to. Do I know 
what this is, this is basically what Jim Guy Tucker 
has now been indicted about. This is basically in 
his wife’s name and another person, 1 think is the 
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loan to the cable company. There is a Castle Water & 
Sewer loan, I think may be the subject of the second 
indictment. 

Steve Smith pled guilty to I think a 
misdemeanor charge with respect to a loan to a 
company he had. And the Susan McDougal loan is the 
$300,000 loan that was made to either Madison Market 
or Master Marketing, whatever the name of the company 
is. 

Q Do you know whether there is a Madison 
Marketing and a Master Marketing or if it’s just 
Master Marketing? 

A I don’t know. This reflects Madison 
Marketing. 

Q This is the document bearing Bates number 
JML 2433. Let’s go to the top of page 3. 

A Okay. "DH," would be David Hale, 

"understood from McDougal that one of the loans was 
connected with BC," Bill Clinton. "December, 1985. 

’He simply said are you going to be able to help Jim 
and I out.’ David Hale working on it hard. D.C., 1 
would really appreciate it." 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6962 


I think this was one of the three 
conversations he claimed he had with Clinton in which 
Clinton made reference to the loan. 

Q Three conversations in ’85? 

A 1 don’t know whether they were, I guess 
they were. This is December of ’85, 1 think the 
other two may have been in ’86. I think this is the 
first of the three, so my guess is the others are in 
’86. 

"Examiners arrived at Madison, two things, 
up the capital. DH had a piece of land, find someone 
to buy it, inflated price, appraised for $750,000, 
worth $500,000. Madison Guaranty loaned $825,000, 
minus the $500,000 that the property was worth at 
that time. Minus $500,000, went to Capital Service 
Management." 

And then over at the side "2/28/86." I 
think that is when this transaction supposedly took 
place. 

Q Then you have denoted "Madison to Hale"? 

A "SBIC to entity." 

Q What does this notation refer to, best you 
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can recall? 

A I don’t remember. I think I was, he was 
trying to explain to me how this supposedly worked. 

This is what David Hale said is the way they got more 
value into Capital Management, which allowed Capital 
Management to then loan more money out. And the way 
they did it was they took a piece of property that 
was valued at $500,000, found some buyer who bought 
it for $825,000, apparently, on — it’s not in here, 
on a nonrecourse loan so if they defaulted they would 
only get the land back. Paid off the mortgage, took 
the $300,000, left or whatever and transferred it 
into Capital Management. And that would then allow 
Capital Management to go out and get more lending 
authority from the SBA to make the loans that he said 
he made to Castle Water & Sewer and so forth. 

Q Is there any connection between this 
transaction on the lower half of page 3 of your notes 
and the reference to then-Govemor Clinton at the top 
of the page, on page 3? 

A Not that I’m aware of, no. It relates more 
back to McDougal on page 2 saying we need to find you 
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more money. I think this was the way that Hale says 
he and McDougal schemed to up the capital for Capital 
Management so there would be money to lend to these 
other entities. 

Page 4. "February/March, 1986, the four 
land deal didn’t have money prior to February 28, 

1986." Again, I think that is a reference to until 
they got more money into Capital Management, Capital 
Management couldn’t lend money out, because it didn’t 
have any authority, didn’t have any additional loan 
authority. 

"Telephone call from Jim McDougal." McD 
is McDougal. "McDougal, BC, wanted to see him. Went 
to an office that Jim McDougal was operating out 
of." 

Q What does that indicate to you? 

A Again, 1 think David Hale is saying that he 
got a call from McDougal saying Bill Clinton and I 
want to see you. He went out to his office on 145th 
Street, he says, and he met with Jim McDougal and 
Bill Clinton. Bill Clinton, by the way, denies this 
ever occurred. 
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MR. NUSSBAUM: Let me jump in here. We 
seem to be playing a number of reels here. You want 
him to read this. Just so we are clear this is what 
is being reported to him by a reporter of a 
conversation the reporter had with a third party. I 
don’t know how the witness can know what Hale meant 
when he said it. I would actually caution the 
witness not to try to psychoanalyze — it’s hard 
enough to psychoanalyze what you hear but to 
psychoanalyze double hearsay is especially 
dangerous. 

MR. GIUFFRA: Let’s go off the record a 

second. 

(Discussion off the record.) 

THE WITNESS: Okay. My trying to interpret 
these, you need to understand that what I’m doing is 
I’m taking what I heard then as reflected here and 
also what I now know, at least are allegations based 
upon newspaper stories, indictments, other pieces of 
information, and trying to interpret. 

I cannot tell you that I understood what 
all of this, all of the explanations meant on 
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September 20, 1993 when 1 had this conversation. It 
makes more sense to me now than it did then. 

So, with the caveat, that explanation, I 
can’t get into David Hale’s mind, I don’t know 
exactly what he meant, but I do know how this has 
played out since then. Okay. "Casa Grande, 145th 
Street, Madison Guaranty Service Corp., invested." I 
don’t know what that means. 

BY MR. GlUFFRA: 

Q What about 145th Street, is that where the 
office was? 

A Yes, 1 think he is saying that is where the 
office was. "6:00 to 6:30 p.m. McDougal. BC in 
jogging clothes." I think he was saying Bill Clinton 
was in jogging clothes. "When he walked in ’cussing 
out Frank White.’" Frank White was the former 
governor who had, was governor and then, well, 

Clinton was governor, Frank White beat him and then 
Bill Clinton beat Frank White. 

Q Who is the "he" he is referring to? 

A When he walked? 

Q Yes. 

38 

A 1 think he is David Hale. When David Hale 
walked in at 6:00 or 6:30, I think he is saying Bill 
Clinton and Jim McDougal were cussing out Frank 
White. 

Q Okay. 

A "Talking about Jim McDougal holding a 
fund-raiser with S&L for BC." 

Q That is what McDougal and Clinton were 
talking about, that? 

A I think that is what that, what Jeff Gerth 
was telling me David Hale was telling him. 

"20-minute discussion, purpose of loan was to clean 
up" -- this is McDougal’s words -- "books or records 
at Madison Guaranty. A transaction that had 
indirectly benefited Whitewater." 

Q What does this indicate to you? 

A Again, I think he said they had a 20-minute 
discussion and they discussed the purpose of the loan 
was to clean up books and records at Madison 
Guaranty. "A transaction that had indirectly 
benefited Whitewater." I later learned, I think it 
relates to the International Paper purchase. 
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Q Do you have any recollection as to whether 
what Mr. Gerth was recounting Hale was talking about, 
that he talked about Whitewater during the course of 
the alleged conversation between 6:00 and 6:30 at 
McDougal’s office? 

A No, I don’t have any sense that that may 
have been editorializing by Gerth, saying cleaning up 
the books of Madison indirectly would help benefit 
Whitewater. 1 don’t know whether that was Gerth’s 
editorializing or a statement by him. 

Q Okay. 

A "Both McDougal, BC participated. It was a 
natural thing. My name cannot show up anywhere on 
the thing." 

Q What does that refer to? 

A I don’t have any idea. I don’t know who 
"my name" is. 

Q Next entry? 

A "We could give you some security for the 
loan, Marion County properties as possible 
securities." I think this is all related to what 
they talked about, what David Hale says they talked 
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about for the 20 minutes. "Very nervous, said this 
had to get done." 

Q Who is supposedly very nervous? 

A I’m guessing, I think probably McDougal. 

MR. NUSSBAUM: Don’t guess. 

THE WITNESS: "We got to clean it up. All 
I know is they had a problem, bad problems, something 
to do with the examination." 

"All I know," I think is David Hale. 

"We could offer some security if you need 
something for your file. All I can remember is white 
something." 

BY MR. GIUFFRA: 

Q What does this refer to? 

A Well, go back up. "We could give you some 
security for loans, Marion County properties as 
possible security. We could offer some security if 
you need something for your file. All I can remember 
is White something." 

I think David Hale was saying he couldn’t 
remember what property they were talking about, but 
he remembered they had the name "White" somewhere in 
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it. Marion County is obviously where the Whitewater 
property is located. 

"Understood that BC’s name couldn’t show 
up. McDougal: I have already taken care of that. 

We were talking about loaning Susan’s company 
$150,000 because of problems Madison was having." 

The last line is lost. 

"Unrelated entity, if this unrelated 
entity isn’t satisfied, could be discovered by the 
regulators." 

Again, I can speculate about what that 
means, but I don’t know. 

MR. NUSSBAUM: But you won’t. Thank you. 

THE WITNESS: But I won’t. "Several days 
later McDougal calls." Again, this is David Hale 
supposedly speaking. "Susan McDougal dba Master 
Marketing, $300,000, no endorsement on back, April 3, 
1986." 

BY MR. GIUFFRA: 

Q What does that indicate to you? 

MR. NUSSBAUM: What does it indicate now? 

I don’t want to obstruct. 1 don’t want to object at 
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all, but just so we have some context here. He is 
reading notes of what a reporter is telling him, 
someone else is telling him. 

BY MR. GIUFFRA: 

Q Just, the reason — 

MR. NUSSBAUM: And you are asking what it 
now means to him? It’s a slippery slope. 

MR. GIUFFRA: The reason we are going 
through that is, as I indicated on the record, which 
I should state on the record, David Hale is obviously 
an important witness in this entire matter. And 
statements he made to Jeff Gerth in this period of 
1993 are obviously relevant and we are obviously not 
going to get Jeff Gerth’s notes of the conversation, 
so this is the best proxy we have. 

MR. KRAVITZ: My suggestion would be why 
don’t we make the questions clear, that at least 
initially you are asking Mr. Lindsey to interpret his 
notes as to what his best recollection is that Gerth 
told him at this meeting on September 20 and then 
maybe ask a follow-up question whether he can expound 
on it, but just so the record is clear, try to 
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separate those two aspects of the testimony. 

MR. GIUFFRA: That is fine. 

THE WITNESS: Okay, Em going to just do 
it. 

BY MR. GIUFFRA: 

Q If you have any recollection as to what the 
notation "Susan H. McDougal dba Master Marketing 
$300,000, no endorsement on the back, April of 1986," 
what that refers to? 

A That refers to a loan was made by Capital 
Management to Susan McDougal doing business as Master 
Marketing in the amount of $300,000, April 3, 1986, 

I’m guessing is the date of the loan, of the check. 

And I think, 1 don’t know, maybe Gerth told me there 
was no endorsement on the back of the check. 

Q Okay. The next entry? 

A "Capital Management Services, Inc., (501) 
664-8613, 1910 North Grant, Suite 200, Little Rock, 

72007, signed David Hale." 

I think he was describing the check to me. 

Q Okay. Next entry? 

A I don’t know what the word is before 
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"loan," looks like for. "For loan," doesn’t make 
any sense to me. Could be the word "Friday." 

MR. NUSSBAUM: Just read what you can read. 

THE WITNESS: The next word seems to be 
Thursday, but 1 can't be sure. "Personal account 
converted into two cashier’s checks, how did this 
qualify for loan for disadvantaged, never met, 
statement of purpose, marketing, advertising, January 
1986, 2.2 million financial statement." 

BY MR. GIUFFRA: 

Q What does this entry, what do you think 
Mr. Gerth was indicating to you by this entry? 

A I think he was telling me that the $300,000 
check was converted into two cashier’s checks. 1 
think I may have asked, I don’t know, I don’t know. 

"How did this qualify," I think we then had a 
discussion about whether it qualified and he told me 
there was a January 1986 financial statement showing 
worth of $2.2 million, and they had a statement of 
purpose which showed that the purpose of the loan was 
marketing, advertising. Okay. 

Q Okay. 
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A ”1986 bank examination, affiliated 
transactions, conflicts of interest.” 

Q What does that mean? 

A I think -- 
Q What do you think -- 
A 1 think he was referring to, that the bank 
examination made reference to various affiliated 
transactions and possible conflict of interest by the 
McDougals in those transactions. I don’t know what 
the word is at the side. "Madison Marketing 100 
percent owned by Susan McDougal." 

MR. KRAVITZ: Is that "Latham" on the 

side? 

THE WITNESS: Could be. John Latham was 
the president of Madison. "President told 
examiners,” I think Latham told the bank examiners 
sometime that "Madison Marketing perhaps ceased 
functioning as a corporation in February 1986 and 
became a dba Madison Guaranty." 

BY MR. GIUFFRA: 

Q The next entry? 

A That "Madison Guaranty or its subsidiaries 
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were the sole source of funds for Madison Marketing, 
then inflated." 

I think the first part is self-evident. I 
think "inflated" means the prices they charged were 
inflated. I think that was the allegation. 

"Did Madison Marketing funds go to any 
shareholder, President said no. $50,000 to Susan 
McDougal." 

Again, l think this is a discussion maybe 
of what Madison Marketing is in the 1986 examination 
by the bank examiners. 

"Madison Marketing advancing money to 
Whitewater." I may have asked to find out if that 
was in fact true. 

Q And by "that" you are, that — 

A Again, I don’t remember that document. 

Q This is the Lyons document? 

A This is the Lyons document. I don’t 
remember the document but here is a reference to 
Madison Marketing advancing money to Whitewater. 1 
may have asked Jim if there is any indication that 
Madison Marketing had advanced money to Whitewater. 
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Q Do you recall any discussion of anything 
more about what Mr. Gerth might have told you about 
what Mr. Hale was saying about Madison Marketing 
advancing money to Whitewater? 

A No. ”1/18/86, Jim McDougal, Security Bank 
of Paragould, Whitewater check, loan, 1975585.” 

Q What does that entry indicate that 
Mr. Gerth was telling you? 

MR. NUSSBAUM: Do you want him to analyze 
what Mr. Gerth was thinking? I have trouble with 
that question. The entry says what he said. He is 
taking notes of a conversation with Gerth about what 
some third party is telling Gerth. 1 don’t know what 
you want Mr. Lindsey to tell you. 

BY MR. G1UFFRA: 

Q What do these notes indicate to you that 
Gerth was telling you? 

A Again, I don’t know, at the time that one 
of the issues that has come up in all this was 
whether or not Whitewater paid a personal loan of the 
Clintons. And 1 believe that loan was, l hesitated 
because I believe that loan was a security-bonded 
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loan and this could be a reference to a Whitewater 
check that was written to the security bank on a loan 
that was a Clinton loan. 

Now it turns out, to be clear, it turns out 
it was a loan the Clinton name was on but the 
proceeds went into Whitewater and that was used to 
finance so-called I think lot 13, which is where they 
built the model home, but I think that is the check 
that that refers to. 

Q Then ”200,000 loan to Bill”? 

A $20,000. 

Q $20,000, excuse me. 

A ”$20,000 loan to Bill Clinton personally.” 

I don’t know, I have never seen an allegation like 
that. 1 don’t remember what that reference was to. 

I don’t believe I have ever seen an allegation of 
that. 

”$12.09, 10/31/85.” I don’t have any idea 
what that is. 

Q Next entry? 

A I can’t — "deposit, Madison Marketing,” 
oh, again, there was a deposit in the Madison, from 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6970 


49 

Madison Marketing. 

MR. NUSSBAUM: Just read the words. 

THE WITNESS: "Deposit, Madison Marketing 
1 1/8/85, $7500. Brought bank account up to $7512.49, 
$7322.42, balance 190.07, check 145." 

BY MR. GIUFFRA: 

Q What do these notations indicate? 

A Again -- 

MR. NUSSBAUM: That is what he was telling 

him. 

BY MR. GIUFFRA: 

Q Were these transactions involving 
Whitewater’s checking account? 

A I think he was telling me that Madison 
Marketing deposited $7500 into Whitewater. If you 
look at the dates, it’s the same date that Whitewater 
wrote a check for $7322.42 to the Security Bank of 
Paragould, that without the Madison Marketing 
deposit, that that would have created an overdraft 
situation in the Whitewater account. It goes back to 
probably that Madison Marketing advancing money to 
Whitewater. 
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Q Okay. The next entry? 

A "Sued and got a default judgment against 
Susan McDougal." I believe — 

MR. NUSSBAUM: He didn’t ask you that. 

THE WITNESS: Okay. 

BY MR. GIUFFRA: 

Q What does that indicate to you? 

MR. NUSSBAUM: You know, my objection to 
this is that essentially what you are getting here, 
and I don’t know that you are entitled to this, is 
you are not just getting Mr. Lindsey to read this. 

He is giving a primer on this whole issue, which I’m 
not sure you are entitled to, but I can’t seem to get 
Mr. Lindsey to understand you are not entitled to 
it. 

MR. GIUFFRA: I could ask him those 
questions, too. 

MR. NUSSBAUM: I guess you can. 

Mr. Lindsey is required to tell you what his notes 
say. But I think this goes well beyond, so I would 
instruct the witness to read what the notes say and 
tell Mr. Giuffra what the notes say. And not to — 
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THE WITNESS: Can we go off the record? 

MR. G1UFFRA: Sure. 

(Discussion off the record.) 

THE WITNESS: Let me say once, I don’t 
remember the conversation with Jeff Gerth any more 
than is reflected, I don’t know, other than these 
notes. This is my only, I cannot tell you today 
seeing these notes that it recalls the conversation 
with Jeff Gerth. So, you know, again, when you asked 
me, whether you ask me or on that question, the last 
question or the first question, what does that mean, 

I’m telling you based upon having read about this for 
three years what I now know — "know" is not the 
right word — that I now understand these had 
references to. 

But if you ask me, as Neal suggests, 
whether or not Jeff Gerth said any of this to me or I 
understood any of this at the time, I don’t know the 
answer to that. This has been going on for three 
years, I read about it every day for three years. 

What I now understand something means and what I 
understood it meant in September of 1993 are entirely 
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different, and if I have left the impression when I’m 
trying to explain it that Jeff Gerth explained it to 
me in those terms, I can’t testify to that, because I 
don’t know that to be a fact. I don’t remember what 
Jeff Gerth said. I remember I have notes of my 
conversation with him, but beyond the notes I’m 
blind. 

BY MR. GIUFFRA: 

Q Let’s try to read the notes into the 
record, give us your best understanding based on your 
note-taking ability what you think the notes refer 
to. 

A Based upon what I know now? 

Q Based upon what you knew at the time, and 
then, if you can do that. 

A I cannot do that. 

Q Okay. Well, why don’t you read the notes 
in, then I will ask the questions based on, obviously 
since you can’t separate out what he told you and 
what you know now, I will operate from the assumption 
it’s based on what you know now. 

A Okay. All right. "Sued and got a default 
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judgment against Susan McDougal. Attempt to increase 
equity in 1988, indictment reported, some assets to 
SBA that was" -- "some asset to SBA that was a 
’temporary asset’ misrepresentation." 

Q As you sit here today, do you have any 
understanding what these notes have been referring 
to? 

A Yes, David Hale was indicted in 1988, or 
excuse me, indicted in 1993. I don't remember that 
it was in 1988 but that he parked some assets that 
were not his, that he borrowed, quote unquote, from 
another account that a friend of his managed, into 
his account for the purposes of making 
representations to the SBA about what, how much 
equity he had in Capital Management. 

Once they got approval from the SBA, my 
understanding is that they then moved the assets back 
into the original account of the person and that was 
what he was indicted for in 1993. 

Q The entry above that, "Susan got"? 

A "Sued and got." 

Q "Got a default judgment on Susan 
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McDougal." As you sit here today, what do you think 
that was referring to? 

A I think at some point, 1 don’t know. I 
have some vague memory that they sued Madison 
Marketing or Master Marketing over, over the loan and 
got a default judgment, but that it’s uncollectable. 

I have some memory, some vague recollection that that 
occurred, but l don’t know that for a fact. 

(Recess.) 

THE WITNESS: Going on, still on page 8. 

"Two months later, University Mall, bumped into BC. 

Have you heard what that fucking whore Susan has done 
with the money? DH: 1 don’t know what he is talking 
about. BC: You should talk to Jim." 

BY MR. GIUFFRA: 

Q What do you think this was referring to? 

A I think Jeff Gerth was reporting that David 
Hale said he bumped into Bill Clinton at the 
University Mall; that he says Bill Clinton said have 
you heard; that Hale said l don’t know what he, 
meaning Bill Clinton, is talking about; and that Bill 
Clinton said that he, David Hale, should talk to Jim 
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H. McDougal. 

Q As you sit here today, with all the caveats 
that your counsel has placed into the record, what do 
you think this was referring to? 

A I don’t have any idea. 

Q This is the so-called third conversation? 

A This is the third conversation. I have no 
idea. As 1 sit here today, I can’t think of anything 
that it could relate to. What she did with the 
money. 

Q The sentence beginning "have you heard 
what," that is supposed to be Clinton? 

A Yes, 1 think so. 

Q And DH is Hale and talking to Clinton? 

A Right. 

MR. NUSSBAUM: This is all Gerth saying 
what Hale said. 

MR. G1UFFRA: I understand that. The 
caveat is noted for the record. 

THE WITNESS: "McD, summer 1986, new 
statement of purpose, McDougal wanted to exchange new 
statement, talked about real estate projects, 
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Flowerwood projects and one other project." 

1 don’t know what that means today. 1 
believe he said that McDougal, l think David Hale was 
saying McDougal came to him in the summer of ’86, 
wanted to put a new statement of purpose in that 
would have Madison Marketing do certain things other 
than advertising and marketing, and included 
something with respect to real estate projects. 

"David Hale said he didn’t exchange. July, 21" — 

Q What does that mean? 

A 1 assume he didn’t exchange the two 
statement of purposes in the loan documents. 

Q Okay. 

A "July 21, 1993, FBI seized his records, did 
not get this, records not at his office." I assume, 

1 think he is saying that they didn’t get this new 
statement of purpose because it wasn’t at his office, 
so the FBI didn’t get it. "Picked up Master 
Marketing file, but new statement of purpose not in 
file." 

Again, what 1 just said, the FBI picked up 
the Master Marketing file, but the new statement of 
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purpose was not in the file. 

"Nothing due for one year, letter from 
Susan McDougal, cannot pay. Lag in collections, puts 
lie to real estate statement." 

Q What does that mean, what is he referring 
to there? 

A Again, I think he was referring to that the 
loan wasn’t due to a year, at some point he got a 
letter from Susan saying she couldn’t pay. "Lag in 
collections" meaning, I assume, advertising, 
marketing collections. "Puts lie to real estate 
statement" is probably — 

MR. NUSSBAUM: "Probably" and "assume" when 
you are saying them to yourself, Mr. Lindsey, they 
are warnings to yourself. 

BY MR. GIUFFRA: 

Q As you sit here today, what do you think it 
refers to? 

A I think it was saying she couldn’t be in 
real estate projects because you wouldn’t have a lag 
in collection so you could, I guess but I think that 
is what Hale was saying. 
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Q Next one? 

A "Jim, Susan pledged their share in 
Madison." I think he told me that because they 
couldn’t pay when the loan was due, they pledged 
shares of Madison to the loan. 

"Note from Jim McDougal, Clinton will help 
out, page clipped to pledge document, FBI seized." I 
think he told me that McDougal wrote a note that said 
Clinton would help out, attached to the pledge of the 
Madison stock and that the FBI had that. 

"No documents related to Clinton in DH’s 
possession." 

Q Let’s go back. It was your understanding 
from Gerth that there was a document that McDougal 
had provided to Hale referencing Bill Clinton that 
had been seized by the FBI? 

A That is my understanding. 

"No documents related to Clinton in David 
Hale’s possession." I think he was telling me that 
Hale had no documents that referenced or related to 
Clinton. 

"BC, HRC sold back their interest in 
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Whitewater to McDougal for $1000, Little Rock law 
office, Vince Foster represented. McDougal asked for 
corporate track records. Foster was apologetic.” 

Q What does this entry, ”BC, HRC sold back 
their interest in Whitewater” - that makes sense, 
that is the selling back of the interest in the 
recent period? 

A December of ’90. 

Q December of ’90. Then it says something 
law office? 

A "Little Rock law office." 

Q Okay. 1 understand. 

A "Vince Foster represented. McDougal asked 

for corporate tax records." 

Q This is at the time of the sale? 

A Right. 

Q Okay. 

A "Foster apologetic. Jim Blair became 

involved through a telephone call. 90 days tax 
records would be produced. Didn’t believe that that 
has happened. June, July, 1993, McDougal called 
Foster concerning records, left some kind of message, 
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subsequent letter was sent to Sam Heuer, three years 
of tax returns, date on tax returns after call and 
transmittal letter. Do not believe the returns were 
filed." 

Q What is the notation to the left? 

A I can’t read it. 

Q Is this what Gerth is reporting to you or 
you are now reporting to Gerth? 

A No, I think this is Gerth reporting to me. 

1 didn’t report to Gerth at all in this 
conversation. I simply listened and took notes. 

Q Do you have any understanding as to whether 
McDougal did try to call Foster? 

A No. 

Q Do you have any understanding as to whether 
any sort of letter was sent to Sam Heuer that is 
referenced in these notes? 

A I think this is a letter that was sent with 
the tax returns, but that is what that refers to. 

Q Sent by whom? 

A Today, I think I know that by the 
accountant. 
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Q Redden. R-e-d-d-e-n? 

A Yes, I think so. 

Q Okay. So Ms. Redden sent a letter in 1993 
to Heuer, who was McDougal’s lawyer? 

A Enclosing three years of tax returns. 

Okay. 

"No corporation records ever produced. 

1987, ’89 HRC," then looks like Tiled ’90 to ’92. 

Where are the records of Whitewater. What has" ~ 1 
don’t know what the rest of that is. 

Q Let me ask a question on McDougal. Vince 
Foster never indicated to you that McDougal had 
attempted to contact him? 

A No. 

Q Is it your understanding that from just 
looking at the notes, according to Gerth that the 
McDougal call was sometime in June, July ’93? 

A I’m sorry. 

Q That the McDougal call to Foster, according 
to Gerth, was sometime in June, July ’93? 

A Again — 

Q Is that what the notes indicate? 
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A I don’t know. I have June, July ’93, 

McDougal called Foster, but I don’t know how they 
relate to each other. 

Q Okay. Okay. The next, you talked about 
that. What has, do you think there are some words 
missing at the top of page 1 1? 

A I don’t know. "Where are the records of 
Whitewater. What has." I may have quit writing. He 
may have gone on to the next question at that point. 

I don’t know. 

Q Okay. 

A "At one time" -- 

MR. NUSSBAUM: Do you know what you would 
have written if you had continued writing? Go 
ahead. 

THE WITNESS: "At one time box of documents 
in Rose Law Firm year and a half ago." 

BY MR. GIUFFRA: 

Q Is that a response or more? 

A No, I think, no, no, none of these are 
responses. I think these are Jeff Gerth talking. 

"Vince Foster had done some work for Jim McDougal 
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earlier, somehow," I don't know what that word is. 

"If you believe DH, and we do" -- that was Gerth — 

"was a loan to Madison Marketing ever repaid. 

Requested backup. Any possible connection between 
Whitewater and Madison Guaranty. Where money from 
Whitewater came from. Loan from Madison Guaranty to 
an entity, to Whitewater." 

1 don’t know what the rest of this is. 

"Whitewater, $300,000 bank loans, $68,000, Clinton, 
to," and then a line, "000, McDougal." 

Q What does this indicate to you? 

A 1 have no idea. I think he is arguing with 
me about the numbers that we indicated at the time 
that the President had invested and the number that 
McDougal had invested. 1 think this was some sort of 
discussion that he didn’t believe those numbers, 
because in his calculations or mine, he had come up 
with other numbers. 

Q Okay. 

A "Like to see corporate records. Whatever 
financial records there are pertaining to Whitewater, 
including documents used by Jim Lyons in making their 
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recommendations" — "reconstruction," excuse me. 

"What does the President remember about David 
Hale?" Vince Foster, what happened to records, why 
weren’t they turned over to McDougal? Jim Blair?" 

That is it. 

Q These were notations to yourself to take 
some action after - 

A No. 

Q Okay. 

A Those were Jeff Gerth’s questions. 

Q Okay. 

MR. KRAV1TZ: You are referring to the 
notes on page 10 and 1 1? 

THE WITNESS: Yes. After Mr. Gerth related 
his story to me, he then wanted us to provide him 
documents, records, information, and 1 wrote down 
what he wanted. 

BY MR. GIUFFRA: 

Q Did you ever ascertain whether the loan to 
Master Marketing was ever repaid? 

A What loan to Master? 

Q Madison Marketing. 
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A What loan? 

Q I’m reading the notes. Says it was the 
loan — "was the loan to Madison Marketing ever 
repaid?” Page 1 1. 

A Well, sitting here today, 1 can’t tell you 
what loan we are talking about. Again, if you go 
back, there is a reference to $7500. There is also a 
reference, also obviously a $300,000 loan. I can’t 
tell you today — I can tell you today 1 don’t 
believe that the $300,000 loan from Capital 
Management to Madison Marketing was ever repaid. In 
fact, I think I said they sued and got a default 
judgment. You might look at this document that you 
showed me earlier from Jim Lyons to determine whether 
the $7500 ever went back. 

(Discussion off the record.) 

THE WITNESS: 1 can’t tell from this, there 
is a reference to a $25,000 payment to McDougal with 
some reference that that was distributed by McDougal 
to various entities. And then there is a note F, 
that suggests some sort of adjustment, but 1 can’t 
tell from that whether it was, whether that $7500 was 
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repaid or not. 

BY MR. G1UFFRA: 

Q Then the reference on page 12, "Vince 
Foster, what happened to records, why weren’t they 
turned over to McDougal?" 

MR. NUSSBAUM: Could I raise something 
else? I haven’t previously made this objection. I’m 
been trying desperately not to make any. We produced 
this document yesterday. You wanted him to go 
through it to tell you what he said. He has now done 
that. 

As 1 look through the section of the 
resolution that we are supposed to be here talking 
about today, it’s not clear to me which of these 
letters A through E this all fits under. We are 
supposed to be here, 1 thought, talking about 
Resolution Trust Corporation and various subsets of 
issues relating to that. And we are talking about 
anything but. 

MR. G1UFFRA: Well, the reason I’m asking 
about these issues, I can show you how they do relate 
to (b)(2). The issue in (b)(2) is what information 
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the White House had, one of the issues is what 
information they had that was contained in the 
criminal referral. 

To the extent information the White House 
had was from what reporters told them as to opposed 
to what was learned from the RTC, I think that is 
relevant. In fact, Mr. Lindsey’s testimony in 1994, 

1 believe he said that his knowledge of these matters 
was originally from the press accounts. 

MR. NUSSBAUM: Well, of course, 1 trust 
that you would not believe there is anything improper 
or illegal about having a reporter tell you what he 
or she has learned. 

MR. GIUFFRA: Absolutely not. 

MR. NUSSBAUM: What 1 thought this was 
about was whether the White House learned improperly 
that it wasn’t supposed to know from a government 
agency that was doing an investigation. You haven’t 
asked about that. 1 don’t know, perhaps you can tell 
me which one of these A through E this line of 
questioning now fits in. 

1 thought it would be helpful to you to 
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know what Mr. Lindsey’s notes said. He gave you a 
primer on the whole issue now, for no charge. But it 
seems to me now that you are beyond the scope of what 
we are prepared for. 

MR. GIUFFRA: The question I’m asking right 
now, what happened to the records, Vince Foster, why 
weren’t they turned over to McDougal, I can easily 
fit within (b)(1), which is the Vince Foster 
document-handling issue. 

MR. NUSSBAUM: That came and went. 

MR. GIUFFRA: No, it didn’t because 1 can 
take the position, and I will, that we didn’t get 
this document until now and I think the document 
arguably was called for back in — last summer. Now 
the document may have been in Mr. Lindsey’s personal 
possession as opposed to White House possession, 
which presents a whole different issue but the 
committee has not closed off any discussion about the 
document-handling issue. 

MR. NUSSBAUM: 1 will tell you now if you 
are going to use that document to ask questions about 
(b)(1), I’m going to instruct him not to answer. If 
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you want to play that game, we can do that. We are 
here to talk about (b)(2) A through E. 

If you think getting that document 
yesterday allows you to go back into issues that you 
went through in (b)(1). I’m going to instruct him not 
to answer. It’s as simple as that. Decide how you 
want to use your time. 

MR. GIUFFRA: I have no intention of going 
back into (b)(1) in any kind of — 

MR. NUSSBAUM: You just said you did. 

MR. GIUFFRA: All 1 want to know is, okay, 
this is notation, "Vince Foster, what happened to 
records, why weren’t they turned over to McDougal." 

It raises the question, well, did Vince Foster have 
certain documents in his office relating to 
Whitewater that either they were supposed to be 
turned over to McDougal or they have disappeared? 

Okay. If you want to tell Mr. Lindsey not 
to answer that question, I think from the standpoint 
of Mr. Lindsey, the White House, that is not a very 
useful thing to do. 

MR. IVEY: Are we on the record? 
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MR. GIUFFRA: Yes. I want to ask him one 
or two questions and go on. 

MR. NUSSBAUM: You asked him to read the 
notes and he did. He went a step further and asked 
what they mean to him. He did it. Those notes take 
in a whole lot more territory than what we understood 
we were here for today. I let you do it. If you are 
now going to use those notes as a jumping-off point 
to have a general discussion about anything you think 
has to do with Whitewater as opposed to RTC, it’s not 
going to happen. It’s going to stop. 

MR. GIUFFRA: I have no intention of doing 

that. 

MR. NUSSBAUM: That is what we are doing 

now. 

MR. GIUFFRA: No, I’m asking about Vince 
Foster, what happened to records, why weren’t they 
turned over to McDougal. That is the only thing I’m 
asking about right now. That is the pending 
question. 

MR. NUSSBAUM: The pending question comes 
under (b)(1), which we are not here for. We have 
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already testified both here and before the Senate on 
(b)(1). We are here for (b)(2), A through E. 

MR. GIUFFRA: Can vve go off the record? 

(Discussion off the record.) 

BY MR. GIUFFRA: 

Q With reference to ’’Vince Foster," arrow, 

"what happened to records," does that refer to 
Whitewater records, or does that refer to the tax 
records? 

A That refers to the corporate Whitewater 
records that were requested in December of 1992. 

Q Then why weren’t they turned over to 
McDougal, that indicates that Vince Foster had the 
corporate records in his possession and was supposed 
to turn them over? 

A No, I don’t believe -- 

MR. NUSSBAUM: Wait, 1 object. What 
indicates? This is Gerth talking about what somebody 
tells. Indicates from whom or to whom? I don’t know 
what that means. 

MR. KRAVITZ: Aren’t these questions Gerth 
asked Mr. Lindsey? 
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THE WITNESS: Yes. Mr. Foster was at a 
closing in December of 1992 in which McDougal asked 
for the corporate records of Whitewater. Mr. Gerth’s 
understanding was Mr. McDougal had not received those 
documents and was asking me if I knew what happened 
to them and why they weren’t turned over to 
McDougal. 

I don’t know what happened to them. I 
don’t know why they weren’t turned over to McDougal. 

I certainly don’t know whether they were in Vince 
Foster’s office. I know 1 have no idea what was in 
Vince Foster’s office. 

BY MR. GIUFFRA: 

Q And you never took any steps to try to 
answer this question? 

A No. Well, no. 

Q Well, do you want to modify the answer of 
no? 

MR. NUSSBAUM: He said "well." 

BY MR. GIUFFRA: 

Q So your answer is no? 

A Well, no. Apparently, on 9/20, at 2:30 I 
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spoke with Jim Blair, based on this other note, and I 
wrote down "corporate records, demand." 

Q We will go through those notes next. 

A Well, okay. But again, okay. 

MR. KRAVITZ: Where were you reading from? 

THE WITNESS: The second to the last page. 

BY MR. GIUFFRA: 

Q Immediately above the Vince Foster notation 
it says "what does the President remember about David 
Flale." Following your conversation with Mr. Gerth, 
did you ask the President what he remembered about 
David Hale? 

MR. NUSSBAUM: Let me object on a number of 
grounds, one of which is if you had this conversation 
with the President in the role of an attorney to the 
President, then I don’t believe Mr. Lindsey can 
answer that question; the conversation is 
privileged. 

Second, as I suspected, it wasn’t just one 
question you wanted to ask. If you are now going to 
take him through this to find out what he did on 
this, it’s beyond the scope of this deposition. He 
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is not going to talk about it. We are here to talk 
about (b)(2), A through E, that is what you told me. 

I can play your voice mail back. I was smart enough 
to save it. We can dial into my voice mail; you can 
hear your own voice telling me what this is about. 

That is what we are here for. Please restrict your 
requests to that. 

(Recess.) 

BY MR. GIUFFRA: 

Q Mr. Lindsey, following your meeting with 
Mr. Gerth, did you ask the President what he 
remembered about David Hale? 

A Not in that fashion. I asked him whether 
or not he had any conversation with David Hale about 
this loan that David Hale was claiming that he 
encouraged David Hale to make to the McDougals and he 
said he had not. 

Q Did he say anything further about this 
allegation of the conversation with McDougal and 
Hale? 

A McDougal and Hale? No. He said he did not 
believe he had any conversation with David Hale 
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related to any of that. 

Q Did the President say he remembered 
anything about David Hale? 

A I didn’t ask him. 

Q Did you take any other steps to find out 
more about David Hale? 

A Well, yes. About David Hale? 

Q Yes. 

A At some point, the issue came up whether or 
not Bill Clinton had appointed David Hale to the 
municipal judgeship and Clinton couldn’t remember, so 
I tried to figure out, find out whether or not the 
President, whether or not the President had appointed 
David Hale, and the answer is — ultimately the 
answer is no, he did not. Frank White appointed 
David Hale to the municipal judgeship. 

Q Did the President indicate to you that he 
knew who David Hale was? 

A Oh, yes. Again, to the same extent I knew 
who David Hale was and is. But again, you say did he 
indicate that to me. That wasn’t a question. I 
asked him, so he didn’t indicate, he knew who David 
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Hale was. 

Q Let me show you BL 1 1270. Is this a 
document you created? 

A 1 think my secretary did. 

Q This reflects what, this document? 

A My trying to find out who appointed David 
Hale. David Hale was a municipal judge. The Supreme 
Court threw out our municipal court system. I can’t 
remember, I don’t know, I don’t remember why but they 
threw out our municipal court system. The Arkansas 
legislature reenacted it, constitutionally, and at 
some point somebody appointed David Hale to this seat 
he used to have, and that he then would run for 
again, and the question was who had appointed him. 

Betsy’s thought was, based on that note, 
was that perhaps Clinton had appointed him. Further 
research found out and indicated that Bill Clinton 
had not, that Frank White had. So, but there were a 
lot of stories in the paper about David Hale who Bill 
Clinton had appointed to a judgeship was indicted and 
I was trying to find out if in fact that was true. 

I asked the President. The President 
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indicated he had no, he didn’t know, he didn’t 
remember whether he had or hadn’t, so 1 did some 
research to try to, 1 asked several people to find 
out if they could figure out what had happened. 

Q Did you ever speak to Mr. Hubbell about 
David Hale? 

A Not that I’m aware of. 

Q Did you — strike that. 

Okay. Following your conversation or 
meeting with Mr. Gerth, did you then contact Jim 
Blair? 

A Must have. I don’t remember it but there 
is a note that reflects 1 did. 

Q Let’s go through the Jim Blair notes. 

A Okay. 

Q They are shorter than the other ones, 
fortunately for all of us. 

A "Jim Blair. McDougal called Heuer to tell 
him Hale had been to see him. McDougal told Heuer 
that Hale had ’tried to get him to fabricate story 
about BC and JGT.’" 

Q What does this indicate? This is BL 1 1730, 


A Again, 1 don’t know much more than what it 
says. Jim Blair told me that McDougal had called Sam 
Heuer, who is McDougal’s lawyer, to tell him, Heuer, 
that Hale had been to see him, McDougal. McDougal 
told Heuer that Hale had tried to get him to 
fabricate a story about Bill Clinton and Jim Guy 
Tucker. Okay, then the next note -- 

Q Hale tried to get McDougal to fabricate the 
story? 

A Right. "Him" being McDougal. "Gerth tried 
to get Sam Heuer to tell him," Gerth, "where McDougal 
was. Heuer wouldn’t. Heuer asked Brent Bumpers 
whether indictment," then 1 have "against Hale, not 
McDougal." 

Q Okay, let’s stop for a second. Who is 
Brent Bumpers? 

A Brent Bumpers is an assistant U.S. 

Attorney. 

Q In the eastern district of Arkansas? 

A Correct, in Little Rock. 

Q He is the son of Dale Bumpers? 
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A Correct. 

Q Since January 20, 1993, have you spoken to 
Brent Bumpers? Do you know Brent Bumpers? 

A Yes, I know Brent Bumpers. About anything 
of substance, no, whether or not 1 have passed him 
and seen him and said hello, I have not had a 
substantive conversation with Brent Bumpers. 

Q Has Brent Bumpers called your office? 

A Not that I’m aware of. "Agreement: We 
would prepare, McDougal would file" — 

Q Wait a minute. This indicates that Heuer, 
who was McDougafs lawyer, had asked Brent Bumpers, 
who works in the eastern district of Arkansas U.S. 

Attorney’s office, whether an indictment was pending 
against Hale but not McDougal? 

A Again, 1 don’t remember the conversation. 

There are dashes. Whether indictment, dash against 
Hale, not McDougal, whether you can run that together 
and say whether there is indictment against Hale and 
not McDougal, I cannot say. 1 don’t remember what 
Jim Blair told me. All I have is a note. Okay. 

Q Since January 20, 1993, do you have any 
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understanding as to whether Brent Bumpers has spoken 
with any member of the White House staff with regard 
to anything having to do with McDougal, Hale, 

Whitewater, Madison? 

A Not that I’m aware of. 

Q Who is Marsha Scott? 

A Marsha Scott is a deputy assistant to the 
President. 

Q Do you know whether or not Marsha Scott 
knows Brent Bumpers? 

A I do not know that. 

Q Have you ever spoken to — strike that. 

Since January 20, 1993, have you ever 
spoken to Marsha Scott about matters relating to 
Whitewater or Madison? 

MR. NUSSBAUM: Can I object again. 1 don’t 
want to reraise this whole issue. You asked the line 
of questions that you have said you were going to 
ask. Mr. Lindsey answered them. Could you at 
least — I’m sure there is some connection between 
this, Marsha Scott and Whitewater Madison and the RTC 
stuff but it’s not apparent to me. 
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Would you help me out here. 

MR. GIUFFRA: Why doesn’t he just answer my 
first general question. 

MR. NUSSBAUM: That is my objection. 

MR. GIUFFRA: I think the question as posed 
is, falls within (b)(2), evidence before the 
committee, which I don’t want to get into right now 
with Mr. Lindsey, establishes that it’s relevant. 

MR. NUSSBAUM: You see, I could take your 
word for that all day, but the problem is I don’t 
know what you are thinking, I don’t want to slow this 
down. 

MR. GIUFFRA: This may be the problem with 
trying to be accommodating and giving you a sense of 
what we would and wouldn’t be dealing with. That is 
why I phrased the question in terms of since January 
20, 1993, talking about since he became a White House 
employee and she was at the White House. 

MR. NUSSBAUM: Are you representing to me 
there is some connection between this question and 
what answer he might give? 

MR. GIUFFRA: Yes. 
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MR. NUSSBAUM: And the matters involving 
the Resolution Trust Corporation that are the subject 
of section 2A through E of the resolution? 

MR. GIUFFRA: Absolutely. 

MR. IVEY: You could reference the 
questions to the criminal referrals, reference it to 
Hale, reference it to CNS, the U.S. Attorney. 

MR. GIUFFRA: I will reference it to the 
criminal referral matter. 

MR. KRAVITZ: Repeat the question. 

BY MR. GIUFFRA: 

Q Since January 20, 1993, have you discussed 
Whitewater/Madison with Marsha Scott? 

A That is so broad. 

MR. IVEY: That’s the same question. 

MR. GIUFFRA: Let’s go off the record. 

(Discussion off the record.) 

MR. KRAVITZ: I don’t know what the pending 
question is. 

BY MR. GIUFFRA: 

Q Since January 20, 1993, have you discussed 
matters relating to Whitewater/Madison with Marsha 
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Scott? 

A I think the answer is, the substance of it, 
no. 1 mean, Marsha Scott is a friend of mine. 

Obviously we talk a lot about my situation and what 1 
have gone through for the last two years. So that 
could be discussing Whitewater/Madison, though 1 
don’t believe so. 

But if you are asking me whether or not we 
have had substantive conversations about the 
underlying facts of it, not the political 
implications, the toll on people in Arkansas, all the 
sort of human aspects of Whitewater, I think the 
answer is no. At least 1 don’t recall a substantive 
conversation about the underlying merits of the 
matter. 

Q Do you recall any conversations about 
anything having to do with RTC criminal referrals, 

David Hale, let’s do RTC criminal referrals? 

A I don’t believe so. Again, other than just 
in general about the stories in the paper, and the 
effect it’s having on people and the effect it’s 
having on me. Other than those sorts of 
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conversations, if you are asking me did we sit down 
and talk about who did what when, where, I don’t 
believe so. 

But again, I have had a lot of 
conversations with Marsha over the last three years, 
and I certainly wouldn’t testify to you that I have 
never discussed with her Whitewater or Madison. 

Q Has Marsha Scott ever communicated to you 
information she gathered from some other source 
relating to Madison/Whitewater? 

A I don’t believe so. Let me say that with 
the caveat, I’m saying I don’t remember. If you then 
said well, did she say X to you, there might be, it 
might trigger a memory but my general memory is no. 

Q Do you have any understanding as to whether 
Ms. Scott is acquainted with any person who is 
employed by the U.S. Attorney’s office for the 
eastern district of Arkansas? 

MR. KRAVITZ: At what time? 

BY MR. GIUFFRA: 

Q During 1993. 

A If she is acquainted with anyone? I think 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


6988 


85 

people I know, well, no, 1 don’t know. The only 
people I know that work there are Brent Bumpers, 

Paula Casey and Fletcher Jackson. I don’t know that 
she knows any of those three. 

Q How do you know Fletcher Jackson? 

A Fletcher Jackson has been a long-time 
deputy assistant U.S. Attorney. 1 don’t know 
Fletcher Jackson. As I said, I think I said if he 
walked in here, I wouldn’t be able to recognize him 
but Fletcher Jackson is a name that has been around, 
involved in this and around the U.S. Attorney’s 
office for a long time. 

Q Let’s go to the notes. 

MR. KRAV1TZ: Make it clear on the record 
what you are going back to. 

BY MR. G1UFFRA: 

Q BL 11730. 

A "Agreement, we would prepare and McDougal 
would file. Corporate records demand, 1990, 1992 tax 
return, 60 days, 90 days." 

Q What does this refer to? 

A 1 think 1 was asking him back related to 
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whether or not there was an agreement that we would 
prepare the tax returns and he was telling me why. 

There was agreement that we would prepare them and 
that McDougal would file them. 

The 1990, 1992, going back up, 1 think are 
the tax returns we are talking about. 1 think the 60 
to the 90 days was the time frame they thought it 
would take to get that done. This is dated from 
December of ’92. 

Q The reference to "corporate records 
demand," what does that refer to? 

A I’m speculating. I think he said that 
McDougal asked for the corporate records at that 
meeting, which is consistent with what Gerth had 
said. Then it says "second call" — 

Q Just so I can make sure. This is a meeting 
that McDougal’s lawyer had with Blair or McDougal had 
with Blair? 

A It’s neither. 

O Or is this the closing? 

A This is the closing, where Blair was - 

Q Where Foster was present? 
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A Foster was present because Blair couldn’t 
get out of Fayetteville. "Second call" I don’t know 
whether that means my second call to Blair or Blair 
calling me back. "Sam Heuer called Claudia Reilly, 
letter of transmittal" -- 

Q Who is Claudia Reilly? 

A Claudia Reilly is the wife of a former 
lieutenant governor of Arkansas, Bob Reilly, who is a 
close personal friend of Jim McDougal. In fact he 
lived, the trailer he lives on may be on their 
property in Arkadelphia. After he was lieutenant 
governor he went back to teaching in Arkadelphia. 

"Letter of transmittal from accountant 
dated two or three days before the returns are 
filed." "Returns prepared for McDougal to file, 
given to McDougal, doesn’t know whether McDougal 
filed return." 

I must tell you, on reflection, I think 
"before the returns are filed" is probably not 
correct. 1 think this is a reference to the letter 
on, the transmittal letter predates where the 
accountant signed, signs and dates the return, and 
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that goes back to, again, to a reference in Gerth’s 
"tax return, date on tax return after call and 
transmittal letter." 

So again, I was trying, 1 think, again, I 
probably said do you know anything about the date, 
being before the date, and I think he was telling me 
that the transmittal letter date is two or three days 
before the return date and that we prepared for 
McDougal to file. "Give it to McDougal. Doesn’t 
know whether McDougal filed returns. Fletcher 
Jackson in charge of case, immunity leaked." 

Q What does this refer to? 

A I don’t remember. Again, I can speculate 
that Fletcher Jackson -- 

MR. NUSSBAUM: Don’t speculate. 

BY MR. GIUFFRA: 

Q What would be your understanding of 
reading, from looking at your notes now? 

A Again, looking at my notes, I don’t know 
what he was saying to me. 

Q You have absolutely no understanding as to 
what this may refer to? 
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A 1 can — 

Q Why don’t you speculate and you can say 
it’s speculation. 

MR. NUSSBAUM: Don’t speculate. You are 
responsible for what you say. I would advise the 
witness he is not here to speculate. He either knows 
or he doesn’t. 

THE WITNESS: I think I do know that 
Fletcher Jackson was handling the Hale case. 1 don’t 
know if 1 knew it at the time. I have no idea what 
"immunity leaked" references. I do know now that 
Hale sought immunity and whether or not that was 
the — Hale leaked the fact that he had sought and 
did not get immunity, could be a reference to that. 

But 1 frankly can’t tell you that. 

BY MR. GIUFFRA: 

Q Did Mr. Blair indicate to you that he had 
spoken to Fletcher Jackson? 

A No. 

Q Do you know whether Mr. Heuer had spoken to 
Fletcher Jackson? 

A No. 
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Q Do you know whether ~ strike that. 

Do you have any knowledge as to whether 
anybody in the Clinton administration spoke to 
Fletcher Jackson? 

A I know of no one that spoke to Fletcher 
Jackson. "McDougal might become target." 1 think 
this is again Blair telling me. "Blair heard that 
$300,000 had been deposited in McDougal’s account, 
jumped pretty high." I have no idea what "jumped 
pretty high" means. I don’t know whether McDougal 
jumped pretty high or that Blair jumped pretty high. 

Q Somebody was jumping? 

A Somebody jumped pretty high. 

Q I would like to take you through some 
documents we received from the White House, Bates 
number S 7764, dated April 29, 1993. 

A Okay. 

Q Do you have any recollection as to what 
that might be about? 

A No. 

Q It’s a call from Mr. Altman? 

A Yes. 
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Q Just so the record is clear, the reason I’m 
asking these questions, these records 1 don’t believe 
were available to the committee back in 1994. 

A That is interesting. 

Q It says "call Roger Altman, received 

message yesterday, anxious to speak to you today." 

THE WITNESS: Do we know who - 

MR. NUSSBAUM: There is no question 
pending. 

MR. KRAVITZ: 1 don’t know what "S" means. 

Do you know what "S" means? The prefix? 

MR. G1UFFRA: The "S" means Senate. That 
is just a Bates number. 

THE WITNESS: One of your Bates numbers. 

MR. GIUFFRA: It’s a White House Bates 

number. 

(Discussion off the record.) 

BY MR. GIUFFRA: 

Q Do you know a man named John Flake? 

A Yes. 

Q Who is John Flake? 

A A real estate developer, businessman, in 
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Little Rock. 

Q Is he someone who is a friend of yours? 

A Yes and no. John Flake and I were in Cub 
Scouts together. His mother was our den mother. He 
and 1 are the same age and we went through school 
together. So in that sense, John Flake and I have 
been and are friends. I do not see John Flake either 
socially or have any business connections with him. 

Q There are a number of phone calls in your 
call list that has been produced to the committee, 
calls with Mr. Flake. Do you have any recollection 
as to what those calls might have been about? 

A I believe it had to do with an appointment 
to some federal board. But 1 can’t tell you which 
board he was interested in being appointed to. 

Q Have you ever heard of an investment called 
Campobello Island that Mr. McDougal put together? 

A Absolutely. Also heard about it from 
Roosevelt. 

Q Were you aware Mr. Flake was an investor in 
Campobello? 

A l don’t believe so. 
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Q He never told you he was an investor in 
that? 

A 1 don’t believe so. 

Q Do you have any understanding as to whether 
or not Mr. Flake was referenced — strike that. 

Did you ever discuss any — have you ever 
discussed anything having to do with 
Madison/Whitewater with Mr. Flake? 

A I don’t believe so. 1 believe the only 
conversation 1 have had, had to do with — 1 can’t 
remember what board it was, but his desire to be 
appointed to some board. 

Q Do you have any understanding as to whether 
Mr. Flake is referenced in any RTC criminal 
referrals? 

A No. 

Q Relating to Madison? 

A No. 

Q Show you a document bears Bates number 
S 7771. 

A Okay. 

Q It’s a call from Mr. Hubbell, 8:22 a.m., 
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June 16, 1993. The message is "needs to give you a 
report on LD." What is the reference to LD? 

A 1 don't know. LD is the first two initials 
of L.D. Brown. 

Q Who is? 

A Former state trooper in Arkansas, worked on 
the governor’s security force. 

Q Do you know whether Mr. Hubbell was 
preparing a report on L.D. Brown? 

A No. 

Q Do you have any idea what this could 
reference? 

A No. 

Q Have you ever discussed L.D. Brown with 
Mr. Hubbell? 

A I may have. I couldn’t recall ever having 
discussed L.D. Brown with him. 

Q Do you have any understanding as to whether 
L.D. Brown has made any allegations relating to David 
Hale and President Clinton? 

MR. NUSSBAUM: Objection. Again, I 
can’t — maybe I’m missing something. I don’t know. 
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you are going to tell me this relates somehow. 

MR. G1UFFRA: This definitely does. 

MR. NUSSBAUM: As opposed to the others 
that indefinitely did. 

MR. GIUFFRA: The others clearly did as 
well. Let’s go off the record a second. 

(Discussion off the record.) 

(The reporter read the record as requested.) 

THE WITNESS: Yes. 

BY MR. GIUFFRA: 

Q What is your understanding of the 
allegations that L.D. Brown has made about President 
Clinton and David Hale? 

A At some point, L.D. Brown has said that he 
was with Governor Clinton at the time that one of 
these three conversations that David Hale says 
occurred occurred. 

Q And what exactly is the allegation that 
L.D. Brown makes that he overheard in the 
conversation? 

A Overheard, I’m not even sure he claims 
that. 1 think he just claims he heard them talking. 
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Q And it would be your testimony that this 
communication with Mr. Hubbell may relate to L.D. 

Brown in some way? 

A Again, I don’t know what "LD" relates to. 

I do not believe a communication about L.D. Brown in 
June of 1993 could have related to that, because 1 
didn’t learn of any of this about Hale until 
September and I don’t think 1 learned that L.D. Brown 
was saying anything until an American Spectator 
article maybe six to eight months later. 

So again, 1 have no idea what that refers 
to. But 1 do not believe it refers to that. 

Q Who is Mark Middleton? 

A Mark Middleton was an assistant, 1 think, 
primarily to Mack McLarty in the White House. He is 
no longer with the White House. 

Q Do you recall speaking to Web Hubbell on 
the day that Mr. Hale was indicted, September 23, 

1993? 

A No. 

Q Let me show you a document. One bears 
S 7782, the other bears Bates number SWC 532. The 
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first is a Bruce Lindsey call list indicating that 
Mr. Hubbell attempted to contact you at, looks like 
10:17, and then another call back from you to Judge 
Hubbell. You have no recollection of speaking to Web 
Hubbell about David Hale? 

A 1 don’t think so. If vve spoke, vve could 
have spoken about it in passing but I don’t think I 
have ever had a substantive conversation. I may have 
asked him if he read in the paper or had seen this 
story. 

Q Who is John Emerson? 

A John Emerson was an assistant to me in 
Presidential personnel. He is now an assistant in 
the intergovernmental relations section of the White 
House. 

Q On September 27, 1993, what position did 
John Emerson hold? 

A What date? 

Q September 27, 1993? 

A He was a deputy to me in Presidential 
personnel. 

Q Do you know Jack Ryan? 
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A No. 1 have met him but I don’t know him. 

Q Have you ever spoken to Jack Ryan about 
anything having to do with RTC criminal referrals? 

A No. 

Q Do you know whether — 

A 1 have spoken to him about anything 
referring to the RTC but clearly not the criminal 
referrals. 

Q Did you ever instruct Mr. Emerson to speak 
to Mr. Ryan? 

A Again, I don’t have any idea. 

Q Let me show you a document, S 7783. 

A I don’t believe so. 

Q No recollection as to what that may refer 
to? 

A Well, if it referred to, yes, if it 
referred to, this may never even — if it referred to 
a personnel matter, then it might automatically, when 
the phone call was taken in, the person who took the 
phone call would have referred them to John Emerson 
or to my other deputy, simply because they tended to 
handle most of those calls. 
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So the way that is written, if it was to 
me, it wouldn’t be written like that. That would 
suggest that the person who took it was reflecting 
that he called me, but they had referred it to John 
Emerson. During this whole time obviously, as you 
know, we had a vacancy at the RTC. 

Q Now, Betsy Wright is someone who you know 
obviously? 

A Yes. 

Q Frequent caller. Have you spoken to Betsy 
Wright since January 20, 1993 about anything 
involving the substance of Whitewater matters? 

A Yes. 

Q Do you recall anything about the substance 
of those communications? 

A Most of them related to the fund-raiser in 
1986. Frankly, the only ones 1 can remember would 
have related to the fund-raiser in 1986. 

Q Do you recall speaking with her trying to 
ascertain more information about the fund-raiser in 
1986? 

A Yes. 
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Q Do you recall what prompted you to speak 
with Ms. Wright about the fund-raiser in 1986? 

A Yes. The entire issue that was raised at 
the September — excuse me, October 14 meeting about 
the checks for $3000 each. 

Q Do you know Beverly Bassett Schaffer? 

A Yes. 

Q What is the nature of your relationship 
with Beverly Bassett Schaffer? 

A She was my law partner. She’s also the 
wife of Archie Schaffer, who is a friend, 
acquaintance of mine. She’s also the brother of 
Woody Bassett, who is a friend of mine. 

Q Sister? 

A Sister, I’m sorry, Woody Bassett is the 
brother. 

Q In the fall of 1993, do you recall speaking 
with Ms. Schaffer about anything having to do with 
Whitewater/Madison? 

A I don’t remember speaking directly with 
her. I had a lot of conversations with Archie, her 
husband, with lawyers in my law firm, to try to 
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determine and put together a chronology of what she 
had done as the state securities commissioner with 
respect to the handling of Madison, and 1 know she 
was quite upset with the way Jeff Gerth had written 
some stories, because she thought she had cooperated 
with him and yet felt like the stories were slanted 
against her. So 1 don’t know whether I spoke 
directly with her but I certainly spoke with others 
about that issue. 

Q Do you have any understanding as to whether 
any reference was made to Ms. Schaffer in the RTC 
criminal referrals? 

A No. 

Q Ms. Schaffer has never indicated to you 
that she was referenced in the referrals? 

A 1 don’t think so. 

Q Or never told you that she was? 

A I don’t think so. 

Q 1 will show you two documents. S 7813, and 
14. Any recollection about what those conversations 
might have been about? 

A Well, I guess I would have to see the New 
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York Times article, but no. If the New York Times 
article was the Jeff Gerth article that I have been 
talking about, where she was quite upset about the 
way she was portrayed, it could relate to that. But 
again, just as a date, December 15 doesn’t mean 
anything to me. 

MR. KRAVITZ: For the record, I believe the 
question was does Mr. Lindsey have any recollection 
of what these conversations were about. These don’t 
indicate conversations these indicate messages. 

THE WITNESS: Right. 1 don’t remember. 

Again, she was upset. I don’t know whether 1 spoke 
to her about her being upset or whether or not I 
learned how upset she was from others. 

BY MR. GIUFFRA: 

Q Do you know whether December 15 was the 
article about her in the New York Times? 

MR. NUSSBAUM: You have answered his 
question. 

THE WITNESS: I was wondering whether he 
knew the answer before he asked it. 

BY MR. GIUFFRA: 
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Q Who is Chuck Babcock? 

A A reporter for The Washington Post. 

Q And Ken Peacock? 

A Ken Peacock was one of the, I think he was 
one of the contributors on the, on the four checks. 

Either Ken or his son, I don’t remember which. Ken 
Peacock I think is the source of the funds. 

Q I would like to show you a document, bears 
Bates numbers S 1 1384 through S 1 1388, also bears 
Bates number BL 1 1298, 1 1302. It is a facsimile 
dated November 16, 1993 from the SBA, Small Business 
Administration, John Spotilia to Neil Eggleston. 

Have you ever seen that document before? 

A Yes. 

Q Under what circumstances did you see this 
document previously? 

A I think Neil gave it to me. 

Q Do you know how Mr. Eggleston obtained a 
copy of this document? 

A There’s a fax sheet here from the SBA, but 
I don’t know that. 

Q Do you know Mr. Spotilia? 
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A I don’t believe so. 

Q Did you ask Mr. Eggleston to obtain that 
document? 

A I don’t think so. I might have, but I 
don’t remember. 

Q Do you know why Mr. Eggleston obtained a 
copy of the document? 

A Well, there was all sorts of stories in the 
paper around this time that the SBA was making a 
report to the banking, small business committee, 
excuse me, on Capital. If I saw that they were doing 
that, I might have asked could we get a copy of it. 

He may have just gotten a copy and gave it to me. 1 
don’t know which one of those happened. 

Q You didn’t make any phone calls to obtain a 
copy of this document? 

A Again, 1 may have called Neil. 

Q Anyone outside of the White House? 

A I don’t think so. 

Q So you wouldn’t have spoken to Mr. Bowles 
about this document? 

A No. 
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Q And not Mr. Spotilia, because you testified 
you don’t know him? 

A I may have spoken to him on the phone, but 
I don’t know him. I don’t believe I spoke to anybody 
outside the White House about this. 

Q But your testimony would be there is some 
possibility you may have asked Mr. Eggleston to 
obtain these documents? 

A If 1 saw a press story that says that the 
Small Business Administration was issuing a report to 
the committee, I might have asked him for a copy of 
the report, yes. 

Q Do you have any knowledge as to whether 
this report was subsequently returned to the SBA? 

MR. KRAVITZ: You mean the report 
Mr. Lindsey got the copy of? 

MR. GIUFFRA: Yes, the one you received. 

THE WITNESS: Obviously it wasn’t, because 
it was in my file. 

MR. KRAVITZ: I think he is probably 
referring to another copy of it, but the question is 
unclear. Bob, are you referring to the specific copy 
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that Mr. Lindsey got? 

BY MR. GIUFFRA: 


Q Let me restate the question. Do you recall 
seeing this document? 

A Yes. Well, "recall'' is a strange word. I 
don’t recall the document. I have notes that reflect 
that there is a reference in here, I guess, I can’t 
find it, to other documents. I have seen a note that 
1 asked whether we had a copy of those other 
documents, and I was told we didn’t. So obviously I 
saw this document, but whether, I don’t recall today 
the date I saw it or what my reaction to it was when 
I saw it, but obviously I saw it because 1 made 
inquiry about additional documents. 

Q Do you recall whether there were any 
exhibits attached to this document? 

A No, there were not. That is what I was 
asking about. There is a reference somewhere in 
here, I don’t know where, I must have read it, to 
exhibits, and I asked whether or not we had a copy of 
the exhibits and was told we did not. 

MR. GIUFFRA: Go off the record a second. 
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(Discussion off the record.) 

BY MR. GIUFFRA: 

Q I will show you a document bearing Bates 
number S 11399. 

A That is the document I was referring to, 

yes. 

Q Was this something you typed up, this 
document bearing Bates number S 1 1399, or your 
secretary? 

A I assume Deb Coyle typed it up. 

Q What does this document indicate that you 
were asking? 

A It’s self-evident. You know, it says "Neil 
Eggleston and the additional information is at SBA, 
is approximately a foot high. He has a call in to 
SBA to find out if it contains reference to either 
the President or Hillary. He can have a copy of the 
document if it appears necessary, but doesn’t believe 
it’s problematic." 

Q Do you recall asking, do you recall asking 
Mr. Eggleston about the additional material? 

A No. 

108 

Q No recollection? 

A No, again, no. I obviously did, but I 
don’t recall it. 

Q Okay. Do you recall asking him to contact 
the SBA to obtain the additional documents? 

A I doubt if I did that. I would probably 
have simply said there is a reference to additional 
documents, do we have them? But again I don’t know 
what I said. I wouldn’t have assumed at First that 
we didn’t already have them. 

Q Do you recall any discussions with 
Mr. Nussbaum about obtaining these documents? 

A No. 

Q Do you recall any discussion with anyone at 
the White House about obtaining these documents? 

A No. 

Q Do you recall any discussion with anyone at 
the White House about whether there were documents 
that were exhibits to that SBA document that I showed 
you previously that referenced — strike that. 

Do you recall discussing with anyone at the 
White House whether President or Mrs. Clinton were 
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referenced in any SBA criminal referral materials? 

A Again, can I see the letter from the SBA? 

I do not recall the conversation. This letter at 
page 3 says, "as additional background, I’m attaching 
further information relating to Capital Management." 

My guess is that I asked Neil or asked Deb Coyle to 
ask Neil did we have the additional information, and 
was there any reference to the Clintons in it. And I 
believe I got that response to that request. 

Now, you asked me about criminal 
referrals. I have no idea whether those documents 
had anything to do with criminal referrals, so the 
answer to that is I have no way of knowing. I asked 
whether the Clintons ~ if anything, I probably asked 
whether there was anything about the Clintons in the 
additional information that they provided to the 
committee and was told, I guess I wasn’t even told 
that. I was told there is nothing problematic. 

Q Do you know whether Eggleston ever obtained 
the additional information from the SBA? 

A 1 do not. 

Q Do you have any knowledge as to whether the 
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SBA or the Department of Justice ever asked - strike 
that. 

Do you have any knowledge — do you want to 
amend your answer? 

A No. 

Q Do you have any understanding as to whether 
anyone from the SBA made a request to Mr. Eggleston 
for the return of this additional information? 

A Beyond what my attorney has told me, no. 

Q Were you ever interviewed by the FBI with 
regard to this issue of the transfer of the 
additional information to the White House? 

A I don’t think so. 

Q Let me show you another document, BL 1 1738, 

S 11398. 

A Okay. 

Q What is that document? 

A Those are questions that were asked me 
after a meeting I had with several Washington Post 
reporters. 

Q Again, your testimony with regard to the 
attachments to that SBA document, you have never seen 
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those? 

A No. 

Q And you don’t have any knowledge as to 
whether anybody at the White House ever saw those 
documents? 

A No. 

Q Do you recall approximately when these 
notes bearing Bates number S 11398 would have been 
prepared? 

A Yes. 

Q When was that? 

A Early October, 1993, maybe October 9th, 

maybe. Around the first part of October. 

Q What was the context in which you met of 
these reporters? 

A They wanted, well, Chuck Babcock, et al., 
had wanted from the beginning more information, more 
documentation, on Whitewater. I think after the 
David Hale matter, that renewed their interest and 
they came back and sought additional information, had 
additional questions. 

Q Were you present — when did you learn that 
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Jim Guy Tucker was referenced in an RTC criminal 
referral? 

A When Cliff Sloan and Neil Eggleston told 
me. 

Q That was when? 

A We had a whole hearing on when that was. 

Q I just want to -- 

A I don’t know. Obviously it was sometime in 
the first couple weeks of October. If you recall, 

Cliff had two notes of conversations he had. His may 
be dated, 1 don’t know. I had one note that reflects 
both of those, his notes, so my belief is that that 
conversation with Cliff and Neil occurred, he has 
heard all this, occurred after both the conversations 
Cliff and Neil had, or Cliff had. 

Q Are you aware of an October 6, 1993 meeting 
between Governor Tucker and President Clinton? 

A Yes, I am. 

Q Did you attend that meeting? 

A No, I did not. 

Q Do you have any understanding as to what 
was discussed at that meeting? 
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A 1 have seen a memo outlined by Keith Mason 
or written by Lloyd Cutler based upon a conversation 
he had with Keith Mason outlining the subject of that 
conversation. 

Q Do you have any knowledge as to whether the 
President or Governor Tucker discussed RTC criminal 
referrals during that meeting? 

A Yes. 

Q What information do you have? 

A 1 have asked both, 1 have not asked 
Governor Tucker personally, but I have asked both and 
they both said no. 

Q Do you know whether Governor Tucker had any 
communications with anyone at the White House staff 
about RTC criminal referrals? 

A No. 

Q Do you know whether Mack McLarty ever spoke 
to Mr. Bowles about Capital Management or David Hale? 

A No. 

Q Mr. Lindsey, you produced to the committee 
in October 30, 1989 deposition of David Hale? 

A Yes. 
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Q Do you recall the circumstances under which 
you obtained that deposition? 

A Yes. 

MR. NUSSBAUM: He wants you to tell him 
what the circumstances were. 

BY MR. G1UFFRA: 

Q What were the circumstances under which you 
obtained that deposition? 

A John Tull, T-u-1-1 sent them to me. 

Q Where is Mr. Tull employed? 

A He is a lawyer with Williams & Anderson in 
Little Rock, Arkansas. 

Q Why did Mr. Tull send you this deposition? 

A Well, Williams & Anderson and Mr. Tull I 
believe represented the woman whose funds were taken 
and transferred into Capital Management to inflate 
the assets of Capital Management so they could get 
additional lending authority in 1988, and she, I 
believe, sued Mr. Hale and others, that would be 
Mr. Matthews, and I believe, also Fm not sure of 
this, but I believe also probably brought it to the 
attention of the U.S. Attorney’s office, which led to 
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the ultimate indictment of Mr. Hale and Mr. Matthews, 
and 1 forget the third lawyer’s name. 

Q So you obtained this deposition in 
connection with your activities involved in 
developing the information for Whitewater? 

A Correct. 

Q Do you recall when you would have obtained 
that deposition? 

A Sometime after all this broke. 

Q Have you ever spoken to Governor Tucker 
about an RTC criminal referral relating to Madison? 

A I do not believe so. No. 

Q Have you ever spoken to anyone on his staff 
with regard to an RTC criminal referral relating to 
Madison? 

A Well, 1 asked his staff whether or not he 
and the President had discussed it. Now again 1 
don’t know if it was an RTC referral relating to 
Madison, but, yes, I asked a member of his staff to 
check with him to see whether or not they had had any 
discussions about it in that October 6 meeting. 

Q Who was the member of the staff? 
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A I think Max Parker. 

Q Who is Max Parker? 

A She is his press secretary. 

Q Have you discussed any RTC criminal 
referrals with Webster Hubbell? 

A I don’t believe so. Again, my answer would 
be similar to my answer about Marsha. 1 don’t 
believe we have ever discussed the substance of any 
of those, although we obviously have discussed the 
personal effects that all of this has had on 
everybody. 

Q Are you aware that Mr. Hubbell, while he 
was associate Attorney General, recused himself from 
matters relating to Madison Whitewater? 

A I read it in the paper. 

Q You never discussed his recusal with 
Mr. Hubbell? 

A No. 

Q Are you aware that Ms. Casey recused 
herself from matters relating to Madison Whitewater? 

A Read it in the paper. 

Q Never discussed it with Ms. Casey or anyone 
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on her staff? 

A No. 

Q Do you know Jerry Jones? 

A Owner of the Dallas Cowboys? 

Q Yes. 

A No. I probably have met him. 

Q Did there come a time in mid-October, 1993 
when you discussed — strike that. 

Did you ever discuss with Webster 
Hubbell -- strike that. 

Were you aware Webster Hubbell had 
documents relating to Whitewater in his possession 
during 1993? 

A Probably. 

MR. NUSSBAUM: Let me object; it’s not 
clear whether you are aware of that in 1993 or 
whether he was aware that Hubbell had it in 1993. 

BY MR. GIUFFRA: 

Q Were you aware in 1993 that Hubbell had 
Whitewater documents at his house? 

A Probably. 

Q How do you think, what was the basis for 
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your knowledge? 

A Again it’s hard to piece together. I was 
aware in December of 1992, sometime in late 1992, as 
we were in the process of moving up here that Web 
took possession of some documents from Betsy Wright. 
1 think 1 was aware — 

Q Do you have any understanding as to why 
Mr. Hubbell was given the documents by Ms. Wright? 

A Again, a lot of them had to do with — yes. 

Q What is your understanding as to why the 
documents were given to Mr. Hubbell? 

A 1 think it’s covered by the attorney-client 
privilege. 

MR. NUSSBAUM: Do you want to talk to me 
about that? 


THE WITNESS: Yes. 

MR. NUSSBAUM: With respect to that, having 
discussed this with Mr. Lindsey, he advises me that 
the discussions that your question would elicit a 
description of took place, his participation took 
place as part of his role an attorney to the 
committee and that therefore - 
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BY MR. G1UFFRA: 
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Q Transition committee or campaign committee? 
A Campaign committee. 

MR. NUSSBAUM: And therefore he believes 
that there is a privilege attached to it. 

MR. GIUFFRA: Let’s go off the record a 

second. 


(Discussion off the record.) 
BY MR. GIUFFRA: 


Q Do you know the approximate amount of 
documents that Mr. Hubbell was given possession of? 
A No. 


Q Do you know what the subject matters were 
of the documents that he obtained? 

A Some of them. 

Q What were they? 

A That is covered by the attorney-client 
privilege. 

MR. NUSSBAUM: Same objection. 

BY MR. GIUFFRA: 

Q Were you present in October of 1993 when 
Mr. Hubbell provided certain documents to Mr. Lyons? 
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A No. 

Q Directing your attention to the period 
June, 1994. You were a witness at the Senate 
hearings in July of 1994; correct? 

A Again I’m taking your word on the date. 

MR. KRAVITZ: Actually in August. 

MR. GIUFFRA: Actually August. Excuse me. 

THE WITNESS: I’m glad I didn’t say yes. 

MR. KRAVITZ: They actually started July 
29, but you testified in August. 

BY MR. GIUFFRA: 

Q Do you have any knowledge with regard — 
strike that. 

You also testified gave a deposition to the 
Treasury IG? 

A Correct. 

Q Do you have any knowledge as to whether the 
White House obtained copies of your transcript, the 
deposition transcript, the transcript of the 
deposition that you gave to the Treasury IG? 

MR. KRAVITZ: What do you mean "White 
House," are you including him personally? 
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THE WITNESS: I got a copy. 

BY MR. G1UFFRA: 

Q Do you know whether Mr. Cutler received a 
copy of the transcript of your deposition? 

A No. 

Q Do you have any knowledge of an agreement 
between Mr. Cutler and Secretary Bentsen under which 
certain Treasury IG transcripts were provided — 

A Only what I read in the paper. 

Q Prior to testifying in August, 1994, did 
you review the transcripts of any other witnesses — 
strike that. 

Prior to testifying in August of 1994, did 
you review the transcripts of depositions conducted 
by the Treasury IG of any other White House employee? 

A Other than myself? 

Q Yes. 

A No. 

Q Did you review any summaries of other White 
House employees deposition transcripts? 

A No. 

Q Did you review any summaries of any 
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depositions of RTC employees? 

A No. 

Q Did you review any summaries of Treasury 
employees? 

A No. 

Q Depositions. Are you aware of a report 
that the Office of Government Ethics prepared related 
to Treasury-White House contacts, regarding THC 
information relating to Madison? 

A I know that a report was prepared after 
all, after their investigation. I thought it was 
Treasury IG who actually prepared it. So if it was 
referred to as the OGE, then yes, I’m basically 
familiar with that report, if that is one and the 
same report, yes. 

Q Did you ever review a draft of that report? 

A No. 

Q Did you have any role in the preparation of 
testimony given by Lloyd Cutler to the Congress with 
regard to Treasury- White House contacts? 

A In a very limited extent. 

Q What was the limited extent to which you 
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had a role in preparing Mr. Cutler’s testimony? 

A He asked me about the meeting with Jim Guy 
and 1 told him what the President had told me and 
what the Tucker people had told me with respect to 
whether or not the issue of referrals ever came up in 
that meeting. 

Q Did you attend a meeting on July 24, 1994, 
which was a Sunday night, in the Old Executive Office 
Building in which there was discussion of a 
chronology that had been prepared by Mr. Cutler 
regarding Treasury- White House contacts? 

A The answer to that is 1 don’t believe. I 
attended one meeting in the Old Executive Office 
Building of which, it was sort of a general meeting 
on what the ground rules were for all the people. 1 
mean ground rules, when things would occur, how they 
would occur. I don’t think 1 was at a meeting where 
we talked about anything other than sort of the 
procedures that the committee and the White House had 
worked out on how these, the how the hearings would 
unfold. And it was a meeting l think all the people 
were invited to. So I think that is the only meeting 
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I attended. 

Q Did anyone ever advise you of anything 
having to do with the substance of testimony given by 
RTC employees before the Treasury IG? 

A No. 

Q Did anyone ever advise you of the substance 
of testimony that Treasury employees gave to the 
Treasury IG? 

A Say that again, Treasury employees gave to 
the Treasury IG? 

Q Yes, regarding Treasury-White House 
contacts? 

A No. 

Q Do you know Mark Stephens? 

A I don’t believe so. 

Q Let me show you documents bearing Bates 
numbers BL 1 1709 through BL 11713. Have you seen 
these documents previously? 

A Yes, 1 provided them to you. 

Q What are they? 

A Those are I think exhibits that were used 

by the Williams & Anderson law firm in the trial of 
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the civil case they brought in Arkansas on behalf of 
this woman who said that she was defrauded, whatever 
she claimed, by the moving of this money into Capital 
Management. I believe those were exhibits. Again 
those were things they sent me. Whether they used 
them as exhibits or not I frankly don’t know. But I 
think they are outlining the transactions that 
occurred. 

Q You obtained those after your meeting with 
Mr. Gerth on September 20, 1993? 

A Yes. 

Q Have you spoken to James Lyons about the 
fact that you were being deposed here today? 

A I think, I had dinner with him two nights 
ago, 1 probably told him. 1 don’t know if I told him 
it was today I was being deposed. 

Q Did you discuss the substance of the 
deposition with Mr. Lyons? 

A My deposition today? 

Q Yes. 

A No. I didn’t know the subject of my 
deposition. 
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Q Did you speak with Mr. Lyons last night? 

A No. What was yesterday, Thursday? No. 

Q Were you aware Mr. Lyons was going to be 
giving a telephone deposition to the Senate? 

A No. Well, 1 take that back. At one time 
he told me that he had friendly negotiations or 
discussions with the committee about his coming here 
and who was going to pay for it and that they had 
agreed to a telephone deposition. But beyond that, I 
didn’t know the timing or anything else. 

MR. GIUFFRA: Okay. Thank you very much. 

I have no further questions at this time. 

MR. KRAV1TZ: 1 don’t think I have 
anything. 

I have no questions. 

(Whereupon, at 1:32 p.m., the deposition 
was concluded.) 
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PROCEEDINGS 

Whereupon, 

W. NEIL EGGLESTON 

was called as a witness and, having been first duly 
sworn by the Notary Public, was examined and 
testified upon his oath as follows: 

EXAMINATION 
BY MS. FISHER: 

Q Mr. Eggleston, my name is Alice Fisher. I 
am an associate special counsel for the majority. To 
my left is Mark Brenner, office of the special 
counsel for the majority. And to his left is Glenn 
Ivey, counsel for the minority. 

This deposition is being conducted pursuant 
to Resolution 120. This resolution establishes a 
special committee administered by the Banking 
committee to conduct an investigation involving 
Whitewater Development Corporation, Madison Guarantee 
Savings and Loan Association, Capital Management 
Services, Inc. and related matters. 

I don’t know if you have had an opportunity 
to look at the resolution or if you care to. 
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MR. MURPHY: I have seen it. 

MS. FISHER: This deposition is in advance 
of public hearings, which will likely be held in 
November, most likely in the next couple of weeks. 

Right now it’s unclear whether you will be called to 
testify at the hearing but you will be notified in 
advance. 

I will ask a series of questions, and 1 will 
ask that you testify under oath. If you don’t 
understand a question, let me know and I will 
rephrase it. If you need a break, let me know. 

The stenographer will prepare a record of 
questions and answers and this deposition will be 
treated as committee confidential in advance of the 
public hearings. 

Prior to the hearings you will receive a 
letter from the committee telling you that you can 
come to the Senate and review your transcript to make 
any errata, transcription errors that you would like. 

If you are called to testify at the hearing, 
you will be notified that you can receive a copy of 
your transcript four days in advance of the hearing. 

6 

1 see that you are represented by counsel. 

If you would like to state an appearance for 
the record. 

MR. MURPHY: William J. Murphy, attorney for 
Mr. Eggleston. 

MS. FISHER: The resolution provides that 
your attorney may make objections to the form of 
question and they will be noted for the record. 

You also may object on the grounds of 
privilege or relevance. If your counsel instructs 
you not to answer, a rule on the objections may be 
made by the chairman. 

MR. MURPHY: Is he here? 

MS. FISHER: No, not here today. 

MR. IVEY: For the record 1 would note, 1 
think you said privilege and relevance is grounds for 
objection. Typically, scope is considered a grounds 
for objection as well. That would be the, something 
that goes beyond the scope of the resolution. 

MS. FISHER: Mr. Ivey is correct. 

BY MS. FISHER: 

Q Would you state your name for the record, 
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please. 

A W. Neil Eggleston. 

Q Could you state your present address? 

A Home? 

Q Business. 

A 1 am an attorney at Howrey, H-o-w-r-e-y, and 
Simon, S-i-m-o-n. The address is 1299 Pennsylvania 
Avenue, Northwest, Washington, D.C., 20004. 

Q How long have you been at Howrey and Simon? 

A Since, most recently, since about September 
of 1994. 

Q Could you give us a brief description of 
your employment history. 

A On graduating from law school I clerked for 
Justice — excuse me, Judge James Hunter, United 
States Court of Appeals for the Third Circuit. That 
was ’78, ’79. 

I then clerked for Chief Justice Warren 
Burger from ’79 to ’80. 

I then spent a few months at a firm here in 
D.C. then called Ragoche, Stem and Huge, H-u-g-e. 

I left there to become an assistant United 

8 

States Attorney in the Southern District of New York. 

I started there on October 1, 1981. 

I remained there as an assistant U.S. 

Attorney until January of 1987, where I was appointed 
deputy chief counsel of the House Committee on 
Investigate Covert Arms Transactions with Iran, which 
everybody else calls the Iran-Contra committee. 1 
stayed there until February, January or February of 
1988. 

I think on February 1, or at least early 
February of ’88, I became a partner at Howrey and 
Simon, same address. In fact it wasn’t the same 
address then. But it was a Washington, D.C. firm. 

I remained there until September of 1993. 
September of 1993 I was appointed associate counsel 
to the president, remained there until September, 

’94. 

I have told you about where I have been 
since September of ’94. 

Q How did you come to be appointed to your 
position as associate counsel to the president? 

A 1 was asked by Bemie Nussbaum if 1 would 
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take the job. 

Q Generally while you were associate counsel 
to the president what did your responsibilities 
entail? 

A 1 had no, unlike some other associate 
counsel who had sort of narrowly defined roles, I 
shouldn’t say narrowly defined, but specifically 
defined roles, 1 had a catch-as-catch-canrole. 1 
did a whole variety of stuff. 1 did nominations. 1 
did, you know, congressional stuff, budget stuff. 1 
did a little bit of everything. I had no particular 
assignment. 

Q And did you report directly to Mr. Nussbaum? 

A When 1 first was there — yes. The answer 
to that question is yes. 

When 1 first arrived, as everyone knows, 
there was not a deputy. The deputy slot was filled 
in December by Joel Klein. 

But the office was not structured such that, 
people reported to Klein, as a general matter who 
then reported to Mr. Nussbaum. It was a pretty 
issue-oriented reporting. 

10 

So on some issues I might report to Klein, 
if he was the person directly responsible. Generally 
I reported directly to Mr. Nussbaum. 

Q Were you made aware of the special 
committee’s document request to the White House for 
documents related to Senate Resolution 120? 

A No. 1 don’t think so. 

Q Do you have any documents which may be 
relevant to Senate Resolution 120 in your possession? 

A I hate to say no to that question only 
because, you know, 1 have not gotten a subpoena for 
records and I haven’t really looked. And 1 have 
never read the resolution and 1 can’t - 

I mean, l think the answer is no. But I 
can’t really - l haven’t, l am not comfortable under 
oath giving you that answer, because generally I left 
my documents at the White House when 1 left. So I 
think it’s unlikely I have anything. 

But I have not done any search, 1 haven’t 
read the resolution, and I haven’t seen a document 
request. So I actually can’t quite — 

Q Okay. 
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A — answer that question. 

MS. FISHER: Let’s go off the record for a 

second. 

(Off-the-record discussion.) 

MS. FISHER: Back on the record. 

BY MS. FISHER: 

Q Did there come a time after September, 1993, 
when you became associate counsel to the president 
that you became aware of issues related to Capital 
Management Services or David Hale? 

A Became aware in any fashion? 

Q Yes. 

A Yes. 

Q Can you tell me when you first learned of 
issues related to Capital Management or David Hale? 

A 1 can’t. 

Q Do you recall what the substance of your 
first knowledge related to David Hale or Capital 
Management was? 

A Newspaper. 

Q Okay. 

A I mean, my — 1 can’t really remember when. 

12 

It would have been sometime in the fall. 

And it was entirely from the news reports 
that were becoming more prevalent at that time, as I 
recall. 

Q Do you believe that may have occurred 
sometime in September when Mr. Hale was indicted? 

A Probably. 

Q After — 

MR. MURPHY: Was he indicted? 

THE WITNESS: 1 should say 1 don’t remember 
him being indicted in September ’93. If he was 
indicted in September ’93, 1 am sure I read it. 

BY MS. FISHER: 

Q Okay. 

A But whether that was the first time, 1 just 
don’t, you know. I mean, obviously, I knew he was 
indicted at some time. 1 don’t remember that being 
in September of ’93. 

Q After you first learned of issues related to 
Capital Management Services or David Hale, did you 
have any discussions at the White House with any 
member of the White House staff regarding those 
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issues? 

A Any conversation at all about Capital 
Management or David Hale? 

Q Well, I am trying to target on your first, 
when you first became aware of issues related to 
David Hale or Capital Management. 

A I just can’t, 1 can’t remember. I don’t 
remember. 

Q Okay. 

A This was not a big issue. I mean, it was 
not a big topic of conversation in which 1 was 
involved, so I don’t ~ 

I mean, if I had conversations with people 
at that time, it’s, you know, did you see what was in 
the paper this morning. I didn’t have, I don’t 
remember sort of in the September - October timeframe 
having substantive conversations with people about 
this issue. 

Q Do you recall that at some time you became 
aware that Mr. Hale was indicted? 

A Sure. I have no idea when. 

Q Okay. Do you recall whether you had any 

14 

discussions regarding the indictment with any member 
of the White House staff? 

A I don’t recall. 

Q For example, do you recall having any 
discussions with Mr. Nussbaum? 

A I mean, I don’t recall. I mean, I am not 
telling you I didn’t, because I think it’s highly 
likely that I did. 

But I don’t remember any conversations with 
him about the indictment of Hale. 

Q Okay. 

A I would not have thought, actually, if you 
hadn’t told me, if you had asked me when I thought 
Hale got indicted, I would have said sometime in 
early ’94. 

Q Okay. 

A So, so I am just, that is the state of my 
recollection of this whole thing. 

Q Okay. Do you recall becoming aware that Mr. 

Hale was making allegations involving the, President 
Clinton and Jim Guy Tucker? 

A Yes, 1 remember that from the press. 
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Q Do you recall having any discussions with 
any members of the White House staff regarding those 
allegations? 

A Not specifically. 

Q At any time at all. 

A Yes. 

Q Can you tell me who those discussions were 
with? 

A I don’t remember any specific discussion 
with anybody, but 1 am relatively confident I had 
conversations about that with Mr. Nussbaum and Mr. 
Lindsey. 

Q Do you recall the substance of those 
discussions? 

A I don’t. 

And I should say, and maybe others. 

Q Do you recall becoming aware that Mr. Hale’s 
attorney, Randy Coleman, had made contact with a 
member of the White House staff regarding Mr. Hale? 

A I read it in the newspaper. 

Q Do you recall discussing that with anyone at 
the White House? 

16 

A I don’t, actually. 

I remember, I remember that being written in 
the newspaper. If it’s the right episode, it — Mr. 

Kennedy, William Kennedy. 

Q Do you recall having any discussions with 
Mr. Kennedy regarding that contact with Mr. Coleman? 

A Not really. 

Q Do you recall having discussions with Mr. 

Lindsey about that contact from Randy Coleman? 

A I don’t remember any conversations with 
Lindsey. It’s possible I had conversations with 
Kennedy after it appeared. Kennedy and I were just 
down the hall from each other. It’s possible I 
mentioned the newspaper story to him or something 
after it happened. 

I think it’s possible I had a conversation 
with Kennedy. But I don’t remember the substance. I 
don’t remember any conversation with Lindsey about 
it. 

Q Do you recall any discussions with Mr. 

Nussbaum regarding Mr. Coleman’s contact? 

A No. Again, if I did it would have related 
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to a newspaper story. 

Q Do you — 

A Because it was a newspaper story about a 
member of our office. 

So 1 don’t have any substantive knowledge of 
it. If I had these conversations, the best I recall 
today is it would have related to Kennedy got his 
name in the paper. 

Q Did you ever become aware that Mr. Coleman 
had attempted to contact anyone else from the White 
House? 

A My entire knowledge of Coleman contacting 
people is, really, that I remember today at least, is 
out of that newspaper story. If there was more in 
the newspaper story, then I have, at least at one 
time had more knowledge. 

But I have not gone back and looked at the 
newspaper stories in preparation for today, so I 
don’t know. I don’t have any recollection of knowing 
any contact with anybody else. 

I remember the story talked about Kennedy. 

If you were to show me a story that said he contacted 
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somebody else, I would probably then remember he 
contacted somebody else. But I don’t think I have 
any knowledge beyond that story. 

Q Okay. 

A Or stories. I mean, I think that story got 
written maybe a couple times. 

Q Do you recall having any contacts with Bruce 
Lindsey regarding Mr. Hale’s allegations. 

MR. MURPHY: What allegations? 

BY MS. FISHER: 

Q Involving, involving President Clinton 
sometime on or about September 20th, 1993? 

A I, it is possible that I did. I don’t 
recall. 

Q Did Mr. Lindsey ever tell you that he met 
with members of the press regarding Mr. Hale’s 
allegations? 

A Not that I recall. 

September 20th? 

Q Yes. 

MR. IVEY: Did you say November? 

MS. FISHER: September 20th. 
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MR. IVEY: September 20th? 

MS. FISHER: Yes. 

A I don’t recall that. 

I again had more contact with Lindsey about 
this issue later as it became a heavier press issue. 

When I say this issue, I mean Whitewater 
generally. I don’t remember any particular contact 
at that time. 

Q Were you assigned any duties with regard to 
the Whitewater issue generally at some point? 

A I was one of the people who was sort of 
following the issue and assisting in responding to 
press inquiries. 

Q About what time? 

A I mean, I can’t tell you when I was 
assigned, because I don’t know that I can tell you 
that I was ever formally assigned to do it. 

And this was a matter that, until Christmas 
of ’93, was a very episodic. I mean, it was hardly 
in the press until Christmas of ’93. Right before 
Christmas of ’93 it began to be a substantial press 

issue and then remained a substantial press issue 

'20 

until I left. So, so, I mean, this is my 
recollection. 

So I really was minimally involved until 
around Christmas. And then I became more involved 
around Christmas, as the story picked up. 

Q Prior to Christmas, 1993, do you recall what 
your involvement substantively was? 

A I primarily followed the news stories. 

Tried to assist in responding to news stories, assist 
others. 

I never talked to the press, myself, 
about — about any of the issues. 

Q Who on the White House press staff did you 
report to? 

A At the time -- 

MR. MURPHY: Objection to the 
characterization that he reported to members of the 
White House press. 

BY MS. FISHER: 

Q Discussed these matters. 

A At the time the person handling the press 
for the White House on this issue was Mr. Lindsey, 
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and he was not a member of the White House press. 

Q Was there anyone else on the White House 
staff that you would discuss these issues with in 
responding to press inquiries? 

A At that time. You know, Mr. Nussbaum was 
involved, obviously. I reported to Mr. Nussbaum. 

Q Is Mr. Nussbaum the person that asked you to 
follow the issue? 

A Yeah. I mean, you’re implying, that 
question implies a more formal designation. As I 
say, my recollection is that it wasn’t much of an 
issue and then became more of an issue. 

But by the time it was, got to — I was the 
person sort of doing it. Mr. Sloan was also somewhat 
involved. 

But, yeah, I mean, to the extent - Mr. 

Nussbaum at the time is the one who gave me 
assignments. So to the extent I got an assignment, I 
got that assignment from Mr. Nussbaum. 

Q Okay. I believe you testified the 
involvement was generally episodic until Christmas of 
1993? 

22 

A Yes. 1 mean, it was episodic after that. 

There were just a lot more episodes. 

Q Could you describe for me the episodes that 
you recall from that period when you started, 

September, ’93, until Christmas of ’93? 

MR. IVEY: Can with go off the record for a 

second? 

(Off-the-record discussion.) 

MR. MURPHY: Let’s go on the record. 

THE WITNESS: Could you reread the question. 

MS. FISHER: Could you read back the 
question. 

(The reporter read as follows.) 

THE REPORTER: "Question. Could you 
describe for me the episodes that you recall from 
that period when you started, September, ’93, until 
Christmas of ’93?" 

A I really don’t remember very clearly any of 
the specific issues that came up until right before 
Christmas. 

I generally remember that, as press issues 
came up, and they were all press driven, a story 
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would appear in the paper, or more typically we would 
get a press call at 6 o’clock in the evening and they 
would want a comment about a story that was going to 
appear the next day. I would help participate in how 
to answer the questions. So that’s mostly ~ 

Then starting around Christmas was when the 
story started to appear about the file in Vince 
Foster’s office and there was a Whitewater file. I 
remember that issue. 

But before that 1 don’t remember any 
specific issue. 

MR. MURPHY: Just so the record is complete, 
while we were off the record Mr. Eggleston mentioned 
the fact that in the fall of ’93 he also participated 
in a meeting at which various Treasury Department and 
RTC people were around. 

THE WITNESS: Actually - 

MR. MURPHY: I don’t remember who all the 
people were, but he has testified about that meeting, 
which I think was October the 14th of ’93, at great 
length in prior ~ 

THE WITNESS: Right. 

24 

MR. MURPHY: — Senate and House 
investigations? 

A Obviously I remember, to the extent I said 
before I don’t remember specific issues, 1 remember 
that issue quite clearly. But I have already 
testified about that. 

BY MS. FISHER: 

Q Did there come a time in November of 1993 
when you learned about issues relating to the SBA, 

Capital Management and David Hale? 

A Yes. 

Q Could you tell me what you recall about 
first learning about that, the SBA’s involvement in 
the David Hale and Capital Management issues? 

A There was a newspaper story — what I 
remember about the issue you are about to ask me 
about, I think, is there was a newspaper story that 
reported that SBA had asked, excuse me, that the SBA, 
House SBA committee had asked the SBA for information 
about Capital Management. 

1 don’t remember the date of the story, and 
I don’t remember what newspaper it was in. 
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Can we take a brief recess? 

MR. MURPHY: Sure. 

THE WITNESS: Is that all right? 

MS. FISHER: Absolutely. 

(A brief recess was taken.) 

MS. FISHER: Back on the record. 

BY MS. FISHER: 

Q Do you recall who brought that newspaper 
story to your attention? 

A i think 1 first read it myself. 1 think it 
was first brought to my attention by myself reading 
it in the clips. 

Q Okay. Did you then discuss that story with 
someone at the White House? 

A There came a time when Mr. Nussbaum 
mentioned the story to me. 

Q Do you recall whether it was the same day? 

A I don’t. 

Q What did Mr. Nussbaum say to you? 

A The story had talked about a report being 
due some time in the future. Mr. Nussbaum asked me 
to follow up, find out about the matter. 
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Q Did Mr. Nussbaum tell you whom you should 
follow up with? 

A I don’t think he specifically told me who to 
follow up with. 

Q Do you recall having any discussions with 
anyone else other than Mr. Nussbaum regarding this 
newspaper story? 

A No. 

Q What is the next action that you took with 
regard to this issue? 

A 1 think some time, 1 don’t remember days, 

I’m not even clear on months, but some time the day 
after the report was due, two days after the report 
was due, some time after, whatever the due date of 
the report was in the newspaper, as I recall, the day 
or so after the report was due 1 called the 
legislative affairs office at the SBA. 

Q Did you call for anyone specifically, or did 
you just call that general number? 

A Just, I did not call for anybody 
specifically. I don’t remember what number 1 called. 

Q Did you talk with someone at the legislative 
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affairs office at the SBA at that time? 

A Someone at the office. 

Q Do you recall who that person was? 

A I don’t. 

Q Do you recall the substance of your 
conversation? 

A Yes, generally. 

Q Could you tell me generally what you recall. 

A I asked whether the report had been filed, 
because at the time I didn’t know if the report — if 
the SBA had complied with the request to file. 

And whomever I spoke to, and I don’t 
remember whether it was a member of the legislative 
affairs office, whether it was a secretary, whether 
it was custodian, 1 don’t remember who it was I spoke 
to, but whoever I spoke to told me that they would 
get back to me. 

Q Prior to that time had you had any contact 
with any individual at the SBA? 

MR. MURPHY: In his life? 

MS. FISHER: While an associate White House 

counsel. 
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A 1 don’t think so. I am pretty sure I had 

not. 

BY MS. FISHER: 

Q Prior to this time were you acquainted with 
anyone who worked at the SBA? 

A No. Not that I know of. 

Q Okay. 

A I mean, it may be that I know somebody that 
works there. But I don’t know that I know anybody 
who works there. 

Q Other than Mr. Nussbaum’s discussion with 
you to follow up on the newspaper story, had you had 
any discussions with anyone else at the White House 
regarding the report filed by the SBA relating to 
Capital Management? 

A I don’t recall. 

Q Well, did someone, after this conversation 
with someone at the legislative affairs office of 
SBA, did someone then get back to you? 

A Yes. 

Q Do you recall who that person was? 

A John Spotila, or Spitola, whichever his 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7027 


29 

name. 

Q Do you recall the substance of that 
conversation with Mr. Spotila? 

A Very generally. 

Q Could you tell me what you recall? 

A He called me. He identified himself as 
general counsel of the agency. 

I asked him if a report had been - I think 
I referenced the newspaper story and asked him 
whether a report had been filed. He told me that it 
had been. Late the night before, I think. 

I asked him if it would be appropriate for 
the White House to have a copy of the report. And 
that’s about all I remember. 

Q What did Mr. Spotila say to you in that 
conversation? 

A I just don’t remember whether he, I mean, 
when I say that’s about all I remember, I mean that. 

I don’t remember whether he said I have to get back 
to you or whether, what he — I don’t remember what 
his response was in that conversation to my question. 

I don’t remember what his response was to my question 
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in that conversation. 

Q What caused you to ask Mr. Spotila whether 
it would be appropriate for the White House to have a 
copy of the SBA report relating to Capital 
Management? 

A Well, I had been asked to follow up. I am 
not sure which part of that question you are 
accenting, but I had been asked to follow up on that 
report by Mr. Nussbaum. And I was calling to find 
out whether it got filed and, if it got filed, 
whether it would be appropriate for us to have a 
copy. 

It was just, it was the logical thing, I 
thought, for me to do in light of the request that 
had been made to me. 

Q Okay. 

A By Mr. Nussbaum. 

Q I am attempting to focus on the question 
whether it would be appropriate and why — 

A Okay, that is what I couldn’t tell. 

Q Okay. 

A I didn’t want it if it wasn’t appropriate. 
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I mean, if it wasn’t appropriate for me to have it, I 
didn’t want to have it. 

I was talking to the general counsel of the 
agency, and I wanted to have it if it was 
appropriate. If it wasn’t appropriate to have it, I 
didn’t want the White House to have it. 

I specifically remember asking if it was 
appropriate for us to have it. 

Q Okay. 

A I didn’t know what it was. 

Q Okay. 

A All I knew was that ten days earlier there 
had been a newspaper story that there was going to be 
a report. I had no idea what, until I talked to him, 

I didn’t even know whether they had complied with the 
time deadline. 

Q Okay. 

A So I had no idea of what it was, I didn’t 
know anything about it. So — 

Q For example, you didn’t know whether it 
might have confidential information contained in the . 
report? 
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A I didn’t know anything about it. 

Q Okay. 

A There had not to my knowledge at the time of 
my call been any substantive newspaper story. I 
didn’t know anything about it. 

Q Was your concern whether it was appropriate, 
did that stem from your lack of knowledge whether it 
was confidential versus public information? 

A No. It was undifferentiated. It was I 
didn’t want to have it if it was not appropriate for 
us to have it for whatever reason. 

I didn’t have a category in my mind of what 
would make it inappropriate. If it was appropriate, 

I wanted it. 

Q Okay. 

A If it wasn’t appropriate, I didn’t want it. 

I didn’t have a more definite thought about it. 

Q What are some of the reasons it may have, 
that in your mind, if you can recollect, that it 
would have not appropriate for the White House to 
have it? 

A I didn’t really think about it. I did not 
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think about the reasons, because 1 didn’t know what 
it was. 

So I didn’t have anything in my head about 
what would have made it inappropriate. I wasn’t 
making the judgment. I was just asking him if it’s 
appropriate for us to have it. 

Q After that conversation with Mr. Spotila, 
did he tell you that he would get back in touch with 
you? 

A That I can’t quite remember. That is why 1 
answered the other question that way. I don’t 
remember whether he told me he would get back in 
touch with me or whether he told me on the phone that 
it would be okay. 

My sort of best recollection is he told me 
he would get back to me. But my memory of that is 
extremely vague. 

Q All right. 

A It’s extremely vague to me whether it’s two 
conversations or one conversation. I just don’t 
remember. 

Q What is the next action in the series that 
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you recall? 

A Well, at some point 1 got a couple-page 
letter, report, something. 

Q Do you — 

A I don’t remember when it was. 

MS. FISHER: I want to show you a document 
that is not Bates stamped, but it’s a fax 
transmission sheet from Mr. Spotila to Mr. Eggleston 
dated ll-16-’93, time, 11:20 a.m. 

And I ask you if this is the document you 
were just referring to. 

(Witness examines document.) 

A I remember getting this from him. 

BY MS. FISHER: 

Q Do you believe this was the first letter 
that you received from Mr. Spotila? 

A I don’t know. 

MS. FISHER: For the record we should 
probably mark this as Eggleston Exhibit 1 . 

(Deposition Exhibit 1 was marked for 

identification.) 

MS. FISHER: Because it has no Bates number. 
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MR. IVEY: May I see the exhibit, please? 

MR. MURPHY: Sure. 

BY MS. FISHER: 

Q Page 2 of this document appears to be a news 
release on Capital Management Services, Inc., from 
SBA. And attached to that is three more pages that 
develop this information in more detail. 

A Uh-huh. Yes. I acknowledge that I have not 
read this carefully since you gave it to me. 

Q Do you recall that you received public 
information that was disclosed to the press from Mr. 
Spotila? 

A Yes. Could I, I am sorry. Could I say — 

Q Absolutely. 

A It’s not clear to me that I would actually 
remember this if I hadn’t seen the fax page. I am 
not sure if you’d shown this to me without the fax 
page and without the date, I don’t — I don’t 
specifically remember this document. 

Q Okay. 

A It’s a fax to me. That was my fax number at 
the time. 
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Q Okay. 

A I remember getting the, a document like 
this. I don’t actually remember this document. 

Q Do you recall who at the White House you may 
have given a copy of this document? 

A I don’t. 

Q Do you recall whether you gave a copy of 
this document to Mr. Lindsey? 

A I don’t. 

Q Do you recall whether you gave a copy of 
this document to Mr. Nussbaum? 

A This specific, I mean, I think I either gave 
or showed a copy to Mr. Nussbaum. I must have given 
a copy to Mr. Nussbaum. 

I just don’t remember — I don’t remember 
giving this to Mr. Lindsey. 

Q Do you recall discussing this document with 
anyone outside the White House after receiving it? 

A Not at the time. 

Q Upon reading this document — 

MS. FISHER: Strike that. 

BY MS. FISHER: 
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Q After receipt of this document what was the 
next action that you took regarding this issue? 

A Can we talk outside? 

MS. FISHER: Absolutely. 

THE WITNESS: Can I take this with me? 

MS. FISHER: Yes. 

(The witness confers with counsel.) 

(The reporter read as follows.) 

THE REPORTER: "Question. After receipt of 
this document what was the next action that you took 
regarding this issue?" 

A At some point I learned that documents had 
been provided to the SBA committee, as well as a 
report. 

BY MS. FISHER: 

Q Do you recall how you came to learn that 
information? 

A I don’t. 

Q Do you recall whether it was Mr. Spotila who 
told you that? 

A I think it was likely Mr. Spotila. I don’t 
actually remember him telling me, but 1 assume it was 

38 

Mr. Spotila. 

Q And you believe that that knowledge came to 
you some time after receiving this document — 

A I just - 

Q — that has been marked Eggleston Exhibit 1, 
to the best of your recollection? 

A I don’t particularly remember if it was 
before or after I received this document. 

Q At this point in November 16th, 1993, on or 
about, did you have any other responsibilities with 
regard to the issue of Capital Management Services, 

Inc., and/or David Hale in your position as White 
House counsel, other than what you have testified 
before in responding to press inquiries? 

A This whole matter related to press 
inquiries. This matter related to press inquiries. 

Q Okay. 

A This, this was only in connection with — 
with responding to the press. 

I mean, my activity in this was directly 
because I had seen the story in the newspaper and I 
was asked by Mr. Nussbaum to follow up on a story 
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that was in the newspaper. 

Q Okay. 

A I had no other responsibilities related to 
capital management. 

Q It is your testimony that you don’t recall 
how it was that you came to learn that documents had 
been provided to Congressman LaFalce? 

A I think 1 said it’s likely, it’s my 
testimony that I don’t actually remember. 

Q Okay. 

A I must have learned it from Mr. Spotila. 

Q Okay. 

A Because l didn’t have any other way of 
knowing anything about this. 

Q What was the next action that you took with 
regard to this issue, then? 

A At some point I asked him whether it would 
be appropriate for us to get the documents. 

Q Do you believe you directed that request to 
Mr. Spotila? 

A I do. 

Q Do you recall the substance of that , 
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conversation? 

A I don’t. And I don’t -- and 1 don’t really 
remember whether it’s all in the one initial 
conversation or whether we were having more than one 
conversation about this. I just don’t remember. It 
may have been all part of that first conversation. 

There may have been a second conversation. I don’t 
remember. 

Q Do you recall when you asked to get the 
documents, what Mr. Spotila’s response was? 

A I don’t. 

Q Did you -- 

A But I really want to explain that, because I 
don’t remember — 

At some point he said yes. But I don’t 
remember whether he said it in that conversation or 
called me back. 

Q Okay. 

A 1 don’t remember the scenario. But at some 
point he said that would be appropriate. 

Q Did you have any contact with anyone else at 
SBA about getting the document, getting these 
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documents, other than Mr. Spotila? 

A About getting the documents? 

Q Yes. 

A Gee, I don’t think so. 

Q Okay. 

A I had other contacts with other people at 
SBA, with another person at the SBA. 

Q During this time period? 

A Yes, but I don’t think it related to getting 
the documents. 

Q Who was that person? 

A 1 don’t remember his name. 

Q Okay. 

A It was a him. 

Q Do you know a gentleman by the name of 
Erskine Bowles? 

A I have met Erskine Bowles. As of today I 
have met Erskine Bowles. 

Q Did you know Mr. Bowles during fall and 
December, or fall and winter of 1993, ’94? 

A No, I had not met him at that time nor 
spoken to him. 
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When I say met him, I mean just met him. 

Q Did you know he was employed at the SBA at 
that time? 

A I came to know it. 

Q Do you believe that you knew it then? 

A I mean, I came to know it around this time. 
Whether I knew it as of the 16th — well, I suppose I 
knew it if 1 read this: "U.S. Small Business 
Administrator Erskine Bowles today released"... 

1 mean, at least by the time I read this 1 
knew it. I didn’t know who Erskine Bowles was. 

Q Okay. Do you recall whether Mr. Spotila 
then had the documents delivered to you or how the 
transfer of the documents came about? 

A I got them. 

Q How did you receive them? 

A I got them at the SBA office. 

Q You went to the SBA to pick them up? 

A Yeah. I think I was on my way somewhere. I 
think 1 was on my way to the Hill. And SBA is 
between the White House and the Hill. I am not 
entirely certain of that, but I generally remember. 
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At this same time I was working on the 
nomination of Morton Halperin to be assistant 
Secretary of Defense or something like that, and his 
hearing was right around this time period. 

Q Did you meet with Mr. Spotila when you 
picked up the documents at the SBA? 

A I got them from him. We didn’t talk 
particularly. 

Q Was there anybody else with him at that 
time? 

A No. 

Q Prior to picking up the documents at the 
SBA, had you had any conversations with any members 
of the Department of Justice about this issue? 

A No. 

Q Anyone else at the White House? 

A 1 don’t remember. 

Q Okay. 

A And I really just don’t remember. It’s 
possible I talked to Mr. Nussbaum. I just don’t 
remember. 

Q Do you know a woman by the name of Beth 
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Nolan? 

A Yes. 

Q Who is Beth Nolan? 

A She is a, currently a law professor at 
George Washington University. At the time she was an 
associate counsel. 

Q Do you recall whether you spoke to Ms. Nolan 
with regard to receipt of these SBA documents? 

A I don’t. 

Q Do you recall speaking to anyone else in the 
White House counsel’s office with regard to receipt 
of these SBA documents? 

A I don’t. I mean to, to be clear, it’s 
possible I did. 1 don’t remember — 

Q Your best recollection. 

A My best recollection is I don’t remember. 

Q Okay. 

A It was almost exactly two years ago. I just 
don’t remember talking to anybody else. 

Q Do you recall when you picked up the 
documents whether it was late in the day, early in 
the day? 
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A I don’t. 

Q Do you recall whether it was on your way to 
the Hill or back from the Hill? 

A I don’t. I am not even a hundred percent 
certain it was, I was going to the Hill or back from 
there. 

Q After you received the documents did you 
review the document? 

A Generally. 

Q What do you recall about your review of the 
documents? 

A I paged through them very quickly to see if 
the president or the first lady’s name was mentioned. 

Q What else do you recall about your review of 
the documents? 

A Nothing. 

Q Do you recall whether your review was on the 
day that you received the documents? 

A 1 don’t. I just don’t recall. 

Q Do you recall whether one of the purposes of 
trying to obtain these documents was to learn whether 
the president or the first lady’s name was mentioned 
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in the documents? 

A If the president or first lady’s name was 
mentioned in the documents they were going to get 
leaked and it was going to be a press story. This 
was all about press. 

Q So is it your testimony that one of the 
purposes of attempting to obtain these documents was 
to determine whether the president and first lady’s 
names were mentioned in the documents? 

A The purpose of obtaining them was to respond 
to press inquiries, and there would be a higher 
likelihood of a press inquiry if they were mentioned. 

Q Do you recall whether at this time you had 
knowledge that there was an ongoing investigation 
being conducted with regard to Capital Management 
Services and SBA? 

A I don’t remember. 

Q Did you show anyone else these documents -- 

A No. 

Q — at the White House? 

A 1 did not. 

Q Did you tell anyone else at the White House 
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that you had obtained these documents? 

A At some point I talked to Bemie Nussbaum 
about it. And when I talked to Bemie, 1 don’t 
remember. 

And I don’t remember whether I talked to 
anybody else. 

Q What was the substance of your conversation 
with Mr. Nussbaum? 

A Well, I remember a conversation with Mr. 
Nussbaum about giving them back. But whether I 
talked to him closer to the time I got them, 1 just 
don’t remember today. 

But I remember talking to him about giving 
them back. 

Q Do you recall having any conversations with 
any employees at the Department of Justice with 
regard to these documents after you received these 
documents? 

A Yes. 

Q Who at the Department of Justice did you 
talk to? 

A Irv Nathan. 
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Q What was the substance of your conversation 
with Mr. Nath? 

A N-a-t-h-a-n. Irv Nathan. 

He called me, told me he -- I mean, I 
remember this conversation only very generally. He 
basically called me, told me that he had heard that I 
had these documents, and he thought 1 should return 
them. 

Q Did he tell you why he thought those 
documents should be returned? 

A Not that I recall. 

Q Did you ask him why the documents needed to 
be returned? 

A Not that I recall. 

Q Do you have any recollection of an 
understanding of why the documents needed to be 
returned or why the Department of Justice felt the 
documents needed to be returned? 

A Well, I mean, 1 knew by now that, 1 mean, 
obviously I had read these newspaper stories. 1 had 
read the paper story leading to this. I think at 
least that the Kennedy story predated this. 
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Anyway, I don’t really remember. But I 
remember him telling me that he thought I should 
return them. 

I just don’t remember the state of my 
knowledge as of that time because I have had so much 
more knowledge about stuff since then I don’t really 
remember the state of my knowledge. 

But I remember him telling me he thought I 
should return them. 

Q What was your response to Mr. Nathan? 

A I said I would talk to Bemie Nussbaum. And 
I said 1 thought it was likely that we would return 
them. 

Q Did you talk to anyone else at the 
Department of Justice - 

A No. 

Q - at that time? 

A No. 

Q Did you then have a conversation with Mr. 
Nussbaum? 

A Yes. 

Q Can you tell me what the substance of that 
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conversation was? 

A I don’t remember if he called me or I called 
him. I told him I had gotten this call from Irv 
Nathan, that Nathan thought we should return the 
documents. I said I think we ought to return the 
documents. 

And he obviously agreed. 

Q Mr. Nussbaum agreed that the documents 
should be returned? 

A Oh, yes. 

Q Did he contact anyone at the Department of 
Justice? 

A I don’t know. 

Q Did Mr. Nussbaum see a copy of the 
documents? 

A No. 

Q At that time? 

A No. 

Q At any time? 

A He might have seen a copy of this. Did he 
see a copy of the attached items? 

Q Yes. 
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A He did not. 

MR. MURPHY: "This" referring to Exhibit 1. 

THE WITNESS: 1 am sorry, this referring to 
Exhibit 1. 

I think I am the only person, I am pretty 
certain of this, I think I am the only person who saw 
the documents. 

MR. MURPHY: In the White House. 

THE WITNESS: In the White House. Yeah. 

And all the members of the SBA committee. 

BY MS. FISHER: 

Q Did you make any copies of the documents? 

A Not that I remember. 

Q Did you take any notes -- 

A No. 

Q — with regard to the documents? 

A No, I am sure I didn’t. 

Q Did you write any memorandum regarding the 
documents? 

A No. I only had these documents for a couple 
days. 

I am sorry, I didn’t mean to interrupt you. 
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Q That’s okay. 

Did you have a subsequent conversation with 
Mr. Nathan about returning the documents? 

A I think I called him. I returned them over 
the weekend. And I think I called him on Monday to 
tell him I had returned them. 

Q Did you have any conversations -- 

A It may not have been Monday. I think I 
called him — I returned them over the weekend. And 
I think I called him some time after the weekend to 
tell him that I had returned them, because I wanted 
him to know I had done what I thought we would. 

Q Did you have any contact with anyone else at 
the Department of Justice with regard to return of 
these documents? 

A No. 

Q Did you have-- 

A Not that I recall. 

Q Do you recall any conversations with Mr. 

Carver about these documents? 

A No. 

Q Allen Carver? 
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A Absolutely not. 

Q Did you have any conversations with Mr. 
Arterberry about these documents? 

A No, I don’t know who Mr. Arterberry is. 

Q Did you have any conversations with Webster 
Hubbell regarding these documents? 

A No. 

Q Other than the issue of getting the 
documents and returning the documents, did you ever 
have a conversation with Mr. Hubbell regarding the 
attachments to the letter from the SBA to Congressman 
LaFalce? 

A No. 

Q So it’s your testimony that Mr. Nussbaum 
instructed you to return the documents, or take care 
of the return of the documents? 

MS. FISHER: Strike that. 

BY MS. FISHER: 

Q Is it your testimony you and Mr. Nussbaum 
agreed to have the documents returned? 

A Yes. 

Q Did you take steps to carry that out? 


Q Can you tell me what those steps were? 

A That was a Friday evening or late in the day 
on Friday. I tried to call Mr. Spotila. I called 
somebody else at the SBA who had called me the day 
before that I haven’t already told you about. 

Q Okay. 

A I don’t know who that is. 

But I reached him and returned the documents 

to him. 

Q It’s your recollection the conversation with 
Mr. Nathan occurred on late Friday evening? 

A It’s definitely my recollection that my 
conversation with Mr. Nussbaum had occurred on Friday 
evening. That was the one I was talking about. 

Q Okay. 

A I can’t — I think my conversation with Mr. 
Nathan must have been shortly before that, but I 
can’t really place it. 

Q You mentioned that prior to that 
conversation with Mr. Nussbaum and Mr. Nathan you had 
a conversation with someone outside the SBA? 
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A Right. 

Q Do you recall what office that person was 
in? 

A I think the person worked in the counsel’s 
office. 

Q Do you recall whether that may have been Mr. 
Stevens? 

A What was his first name? 

Q Mark. 

A I don’t. It sounds fairly familiar. But 1 
don’t remember that was his first name. 

Q Your recollection is it was someone other 
than Mr. Spotila? 

A It was definitely someone other than Mr. 

Spotila. I think it was someone who worked for Mr. 

Spotila in the counsel’s office. 

I don’t believe, Mark Stevens does not 
refresh my recollection that that was the name of the 
person I talked to. 

Q Do you know a gentleman by the name of Wayne 
Foren? 

A No. I mean, not that I can think of. 
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MR. MURPHY: How do you spell the last name? 

MS. FISHER: F-o-r-e-n. 

THE WITNESS: If you want to tell me 
something about it, it might refresh me. But as I 
sit here today I can’t think of anyone by that name. 

Q Could you tell me what the substance of your 
conversation was with the gentleman from the SBA 
counsel’s office? 

A He called me to tell me that the issue of 
the documents being given to me had been raised with 
Mr. Bowles and that Mr. Bowles thought that they 
should contact the Department of Justice and make 
sure that it was okay with the Department of Justice. 

They were telling me that they were doing that. 

Q Is it your understanding that this 
conversation took place prior to any contact between 
the SBA and the Department of Justice? 

A All I can tell you on that is what he said 
to me. 

Q Okay. 

A That is the conclusion that I drew from -- 
that’s the conclusion that I drew from what he said 
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to me. 

Q All right. 

A But I don’t have any personal knowledge of 
that. 

Q Do you recall anything else about the 
substance of that conversation? 

A Let me think. No. I mean I assumed -- no. 

I can’t, I don’t remember. 

Q Did you take any action after that 
conversation? 

A J don’t remember. 

Q Did you discuss the conversation with Mr. 
Nussbaum? 

A I just don’t remember. 

Q Did you attempt to contact anyone at the 
Department of Justice at that time? 

A No. They were going to contact somebody at 
the Department of Justice. I was not going to do it. 

Q Did this gentleman from the SBA tell you 
what it was that was the issue that was raised by the 
Department of Justice? 

A I don’t -- 
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MR. MURPHY: Objection to the form of the 
question. 

BY MS. FISHER: 

Q If you understand. 1 can try to rephrase 
it. 

A Actually -- 

MR. MURPHY: I think you said issue that had 
been raised by justice. I think his testimony was 

they were going to go ~ 

MS. FISHER: I apologize. 

THE WITNESS: Yes. If the question is why 
did they think they should go to justice, he didn’t 
really tell me. 

BY MS. FISHER: 

Q Did you have an understanding of why the SBA 
thought it was necessary to raise this issue with the 
Department of Justice? 

A Well, I didn’t have the understanding they 
thought it was necessary. 

Q Okay. 

A I actually assumed that to the extent any of 
that needed to take place they would have done that 
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before they ever gave it to me. So I was pretty 
miffed actually to hear they were about to call the 
Department of Justice. 

And 1 don’t remember exactly, 1 don’t 
remember him telling me why they were going to go to 
the Department of Justice. 

Q Do you recall whether you had an 
understanding at that time? 

A I just don’t remember, I don’t mean to be 
difficult, I just don’t remember the state of my 
knowledge about, about -- 

I mean, the state of my knowledge about what 
was happening in this area would have been from 
newspapers and really from nowhere else. 

And I just don’t remember what the state of 
my knowledge is about, about whether there was an 
investigation going on, all that kind of stuff. I 
you just don’t remember. 

Q To the best of your recollection did this 
gentleman from SBA tell you in that conversation that 
there was an investigation going on relating to 

Capital Management? 
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A 1 don’t, I just don’t remember. I remember 
that he said that Mr. Bowles had said that they 
should check with the Department of Justice and make 
sure it was okay for them to have given the documents 
to me. And I understood that they were going to do 
that. 

(Pause.) 

BY MS. FISHER: 

Q This conversation with someone at the SBA 
occurred on the day before your conversation with Mr. 
Nathan, was that your testimony earlier? 

A I didn’t mean to say it was the day before. 

It was some time after the time I got the documents 
and the time I spoke to Mr. Nathan. 

But I don’t remember, I just can’t do the 
dates. I don’t know. I don’t remember what day I 
got it. 

Q It was your testimony that Mr. Nathan 
contacted you? 

A That’s definitely true. 

Q Do you know whether Mr. Nathan contacted Mr. 
Nussbaum prior to contacting you? 
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A 1 don’t. 1 didn’t think so. 

Q Okay. 

A I don’t think he would have called Mr. 

Nussbaum and then called me. 1 think if he were to 
call Nussbaum, he didn’t need to call me. I think he 
knew I was the guy with the documents and he called 
me. 

MS. FISHER: Mr. Eggleston, I want to show 
you another document, again with no Bates number. 

It’s dated 11-16-93, time, 3:20 p.m. from John 
Spotila to Neil Eggleston. 

I guess we should mark this as Exhibit 2. 

(Deposition Exhibit 2 was marked for 

identification.) 

(Witness examines document.) 

THE WITNESS: Okay, I have looked at it 

quickly. 

BY MS. FISHER: 

Q Do you recall that you received this fax 
some time a few hours after receiving the fax which 
has been marked as Eggleston Exhibit 1? 

A I don’t remember this happening in this 
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order at all. 

Q Okay. 

A So I - 

Q What is your recollection? 

A I think I got this first. 

MR. MURPHY: Referring to the letter that is 
attached to Exhibit 2. 

MS. FISHER: Yes. 

THE WITNESS: I think 1 got that first. I 
then later in the day got the press release. Then 1 
got this not in the fax at all but by hand when I 
picked up the documents, "this" meaning the letter 
that says hand-delivered at the top, dated November 
16, 1993. 

BY MS. FISHER: 

Q Yes. 

A I think these are all, my recollection is 
that these are all kind of mixed up. These things, 
and I could be completely wrong about this, but these 
do not match my recollection of what happened. 

MR. IVEY: May I see Exhibit 2 just for a 


second? 
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THE WITNESS: Yes. 

MR. IVEY: I will give it right back. 

THE WITNESS: Again, I could be completely 
wrong, but this, the fax sheets and the things do not 
match the way I remember getting this stuff. I may 
be wrong about that, but that is not the way I 
remember that. 

BY MS. FISHER: 

Q Turning to the third page — 

A Of which exhibit? 

Q Of Eggleston Exhibit 2. 

A Uh-huh. 

Q What do you recall about receiving this 
letter from Mr. Bowles to Congressman LaFalce 
relating to Capital Management? 

A I really don’t recall much of anything other 
than getting it. 

Q Looking at the top of the page, notice, it 
reads "The information contained here in has been 
determined to be confidential in nature and, 
therefore, not releasable to unauthorized parties. 

Disclosure of this information may violate federal 
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law, e.g., Privacy Act of 1974, the Right to 
Financial Privacy of 1987 and 18 USC Section 1905. 

Utmost discretion should be exercised." 

Do you recall reading that legend when you 
received this fax? 

A I recall Mr. Spotila talking to me about 
that, actually. 

Q What do you recall about that discussion? 

A He told me — frankly, he told me not to 
worry about it because they were going to release it 
later in the day, which is why I think I got these in 
a different order. 

Later in the day they were going to change 
the intro’, turn it into a press release and 
basically release this document. That is what I 
understood. 

And I think I remember him telling me that 
is at the top but it doesn’t actually apply to this, 
we are about to release it. That is why I am pretty 
sure I got this document first and then I got the 
press release, because at the time I got this 
document, it being the attachment to Exhibit 2, they 
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had not yet done the press release, which is 
Eggleston Exhibit I. That is my recollection. 

Q On the second page of this document, 

Eggleston Exhibit 2. 

A I am sorry. The second page? 

Q Yes. 

A The letter to me? 

Q Yes. 

A Yes. 

Q A letter from Mr. Spotila to yourself? 

A Right. 

Q Enclosing a copy of a letter? 

A It’s not enclosing a copy of a letter. That 
is why this is messed up. 

Q Okay. 

A This was in an envelope and he handed me the 
documents, 1 think. And I think I had already gotten 
the letter. 

MR. MURPHY: You might have gotten it twice. 

THE WITNESS: I may have gotten it twice. 

But I got this letter by hand when he handed 
me the documents. This letter was not faxed to me. 
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It says hand-delivered, and it was hand-delivered. 

BY MS. FISHER: 

Q This letter was hand-delivered? 

A The hand-delivered letter to me from Mr. 

Spotila. 

Q Do you recall whether you got the next four 
pages along with what was hand-delivered on November 
16th, 1993? 

A Maybe. I definitely, I got this, I got 
this. I remember getting this. 

Q Okay. 

A Whether I got it as an attachment to the 
letter from Mr. Spotila to me, 1 don’t remember. 

Q Well, the letter, I am just confused. The 
letter, itself, says enclosed is a copy of Erskine’s 
letter yesterday to Chairman LaFalce with 
confidential attachments. 

A I just don’t actually remember — 1 remember 
getting the letter to me from Mr. Spotila. It was in 
a white envelope. And he handed it to me when he 
handed me the documents. 

I just don’t actually remember that, that 
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the letter to chairman LaFalce was enclosed. It may 
well have been. 

Q Okay. 

A But I don’t remember that. 

But I definitely got the letter to Chairman 
LaFalce. 

Q Okay. And did you have an understanding at 
this time upon receipt of this letter, which is the 
second page - 

A Yes. 

Q — the one-sentence letter, enclosed is a 
copy of Erskine’s letter yesterday to Chairman 
LaFalce with confidential attachments, that the 
attachments you were receiving were confidential 
information to the SBA? 

A I didn’t see this when I got the 
attachments. I mean, it was in an envelope and he 
handed it to me. So when I got the documents I 
didn’t have any understanding of the documents at 
all. 

Q So Mr. Spotila had not told you prior to 
this time that the documents, the attachments were 
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confidential? 

A I don’t think so. 

Q Okay. Did you have a conversation with Mr. 
Spotila about the documents being confidential? 

A I just don’t remember. I don’t remember. 

Q At any time did you have a conversation with 
Mr. Spotila about the attachments? 

A I mean I - we had some conversation when he 
handed them to me. I just don’t remember what it 
was. 

1 am sure we had a conversation when he 
handed me the documents. I don’t remember what the 
conversation was. 

Q So you don’t recall whether you knew at that 
time the attachments contained information that was 
confidential and, in nature, and not releasable to an 
unauthorized party? 

MR. MURPHY: 1 am sorry, and what? 

MS. FISHER: Not releasable to unauthorized 

parties. 

And I am reading from the legend which is 
attached. 
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A I don’t, when I got the documents I didn’t 
know what was in them. It was just a stack of 
documents in an envelope or something. I had no idea 
what was — 

I knew that they were documents which had 
been provided to congress which is the only reason I 
asked for them. I never would have asked for these 
documents just from the SBA. What I asked was 
whether we could have what had just been given to -- 
to the SBA committee. 

So I knew they were outside of the SBA. If 
they had just been sitting in the SBA I never would 
have asked for them. 

Q Did you attempt to get the documents from 
the, from congress? 

A No. 

Q Did you attempt to get the documents from 
any other source? 

A No. 

Q Did you attempt — 

A As I say, what I really intended to do was 
just ask legislative affairs at SBA. 
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Q For the documents? 

A Yes. 

Q During this period of time were you 
attempting to collect any other information regarding 
Capital Management? 

A No. And I only collected this because of 
the newspaper story and because it was given to 
congress. 

Q So - 

A So I was not otherwise seeking information 

about Capital Management. 

Q Okay. After you picked up the documents did 
you take them back to your office at the White House? 

A Yes. 

Q At that time did you read this letter? 

A Let me answer that question which is, yeah, 
unless I went to the Hill first and then went to my 
office. 

Q Okay. 

A Ultimately they got, by the end of the day, 
depending on where I went next, they made their way 
back to my office and at some point I read the 
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letter. 

Q When you read the letter did you have any 
concerns that you may have been in violation of the 
Privacy Act that the White House received these 
confidential SBA documents? 

A I didn’t actually. I had asked the general 
counsel of the agency if we could have them. He 
provided them to me with a cover letter. 

I mean, there was nothing secret about 
having received them. There is a formal cover letter 
to me signed by him. 

I asked the general counsel if we could have 
them, if it would be appropriate. He knew what was 
in them. I didn’t know what was in them. 

I knew they had gone to congress so I knew 
they were not as if they were held within, only 
within the agency. 

I thought the likelihood -- I mean, I just 
didn’t, I did not think that I was getting something 
that I shouldn’t have gotten. 

(The witness confers with counsel.) 

BY MS. FISHER: 
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Q Did you want to supplement your answer? 

MR. MURPHY: No, he wanted to make it 

shorter. 

THE WITNESS: 1 wanted to make it shorter, 
actually. 

MR. MURPHY: The short answer to your 
question was no. The long answer was the answer he 
gave. 

THE WITNESS: But I would say this, if I 
thought I was getting something I wasn’t entitled to, 

I wouldn’t have taken it. I would have turned it 
back in a lot faster. 

I told Nathan, I told that guy that called 
me on the phone, Mark Stevens or whatever his name 
is, if I thought I was getting something I wasn’t 
entitled to I wouldn’t have taken it. 

This wasn’t a secret thing that was going to 
get hidden or something, in the files or stuff. I 
wouldn’t have taken it if I thought it was 
inappropriate. 

BY MS. FISHER: 

Q Do you recall the conversation you had with 
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the gentleman at the SBA, who I think you just said 
may be Mark Stevens -- 

A You talked as if you knew who he was. 1 
don’t remember that. 

MS. FISHER: We are pretty confident it was 
Mark Stevens, aren’t we? 

MR. IVEY: Yes. He said he didn’t remember, 
we gave him the name. 

MS. FISHER: I don’t want to keep saying -- 

MR. MURPHY: We can have an understanding 
among ourselves when you or I says Mark Stevens, we 
understand it’s the person you apparently believe is 
Mark Stevens, Neil doesn’t recall. 

MS. FISHER: Off the record. 

(Off-the-record discussion.) 

MS. FISHER: Back on the record. 

BY MS. FISHER: 

Q Do you recall at that conversation with Mr. 

Stevens whether he expressed any concerns that it may 
have been a violation of the Privacy Act that the 
documents were transferred to the White House? 

A I think he did not actually. I think the 
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only, I think that he was calling me, all I know is 
what he said. I don’t remember him saying anything 
about the Privacy Act. 

It was first Mr. Bowles said you should 
check with Justice. And he was, I don’t think it 
related to the Privacy Act. 

Q Prior to that conversation with Mr. Stevens 
and the next conversation you had relating to this 
matter, which I believe you testified was with Mr. 

Nathan when Mr. Nathan called you, did you have any 
other conversations or contacts regarding the 
attachments? 

A Not that I remember. I was pretty involved 
in the Halperin hearings at the time and I just, I 
don’t remember. 

Q You don’t recall that conversation with Mr. 

Stevens causing you to take some action? 

A No. 

Q Okay? 

A I expected — it’s possible I told Mr. 

Nussbaum, although I don’t remember telling Mr. 

Nussbaum I expected to hear, actually I expected to 
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hear back from him, frankly, telling me that he 
wanted the documents back or that he had contacted 
justice and they had no objection. 

Q When Mr. Nathan called you on, I believe 
Friday — 

A — keep saying -- 

Q Was the best of your recollection? 

A Actually, I don’t, I think I talked to 
Nathan Friday. I think 1 talked to Nathan Friday 
because I think having talked with Nathan I brought 
this up with Mr. Nussbaum. 

Q When you talked to Mr. Nathan do you recall 
whether he expressed to you any concerns that there 
may have been a violation of the Privacy Act that the 
White House received these confidential — 

A No. 

Q - SBA documents? 

A No. 

Q When you reviewed the attachments did you 
notice or do you recall that you noticed that there 
were references to Madison Guarantee? 

A 1 don’t remember references to Madison 
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Guarantee. 

Q Do you recall any references to James 
McDougal or to Susan McDougal? 

A I don’t. 

Q Do you recall any references to Guy Tucker? 

A I don’t. 

Q Do you recall whether there was anything in 
the attachments that, or do you recall anything 
specific about the attachments? 

A No. It was information about Capital 
Management. My recollection, it was information 
about, that was in the SBA about Capital Management. 

Q Do you recall whether at this time you knew 
of David Hale’s allegations against, or not against, 
but — 

MS. FISHER: Strike that. 

BY MS. FISHER: 

Q Do you recall whether as of this time you 
knew of David Hale’s allegations involving President 
Clinton? 

A I don’t know. 

MR. IVEY: I am sorry? 
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THE WITNESS: I just don’t remember. If it 
was in the newspaper story, then I was aware of it. 

BY MS. FISHER: 

Q Okay. 

A 1 would only have had any knowledge of this 
from the newspapers. 

Q Okay. 

A And if it was in the newspaper story ~ I 
read the newspaper story that talked about the 
request of this report, because that is how I got 
into this problem. If it was in there, then I guess 
I knew about it. 

But today I do not remember what I knew 
about, about that. 

Q After your conversation with Mr. Nussbaum, I 
believe you testified that you tried to call Mr. 

Spotila? 

A Uh-huh. 

Q And you could not reach him? 

A That’s correct. 

Q And there was someone else at the SBA that 
you did reach? 
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A Yes. 

Q Okay. 

A It the same guy I spoke to. 

Q Okay. 

A Who may or may not be Mark Stevens. 

Q Do you recall what the substance of your 
conversation was with Mr. Stevens at that time? 

A Yes. 

Q Could you tell me what the substance of that 
conversation was? 

A I told him that -- that -- 1 mean, again, he 
was the guy who told me they were going to call 
Justice, so 1 knew he knew that there had been a 
contact with Justice. 

I told him that, as best I recall I told him 
that Justice has called, that they wanted us to 
return the documents. That I wished I’d never gotten 
these documents. That I didn’t intend to get any 
documents. 

I basically told him what I just said to 
you, I didn’t intend to get any documents that were 
going to cause the Department of Justice or anybody 
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any problems. And I wanted to get them to him as 
fast as I could. I wanted them out of my hands. 

Q What do you recall that Mr. Stevens said? 

A I reached him at the office. 

Q Okay. 

A I think on Sunday. He said, "Fine, I am in 
the office. Bring them to me." And 1 took them to 
him. 

Q When you called Mr. Stevens were you at 
home, or were you at the White House? 

A I think I called him from home. 

Q Did you have the documents with you at your 
home? 

A No. No, of course not. 

Q So after the conversation with Mr. Stevens, 
what action did you take? 

A I got in my car with my family, actually. 

Drove to the White House. Picked up the documents. 

Drove them to SBA. Handed them to Mr. Stevens. Then 
took my family to church. It was a Sunday morning, 
as I recall. 

Q Were the documents kept in your office at 
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the White House? 

A Yes. 

Q Any particular place? In your files, on 
your desk? Do you recall where they were kept? 

A I don’t. 

Q Is your office generally locked at night? 

A Yes, absolutely. 

Q Were the documents within your office that 
would have been locked? 

A Yes. 

Q Do you know if anyone else made copies of 
the documents while they were at the White House? 

A I am virtually certain that no one else made 
copies of the documents while they were at the White 
House. 


Q Other than Mr. Nussbaum, did you discuss the 
documents with anyone at the White House? 

A I don’t remember. 

Q Do you recall telling anyone else at the 
White House, for example, that the president and 
first lady were not mentioned in those confidential 
documents? 
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A I don’t remember. 

Q Do you think it’s likely that you discussed 
that with someone at the White House? 

A 1 just don’t know. 

Q Do you recall discussing it with Mr. 

Lindsey? 

A I don’t. 

Q Did Mr. Nathan tell you whether anyone else 
at the Department of Justice had concerns regarding 
the delivery of documents? 

A Not that I recall. 1 think he was, he was 
associate deputy or something and he was calling to 
tell me to return the documents. We did not debate 
this issue. He was the Department of Justice telling 
me that he wanted me to return the documents. 

Q Do you recall whether Mr. Heymann was 
involved at all in this issue? 

A Mr. Nathan worked for Mr. Heymann, so it 
wouldn’t surprise me if Mr. Heymann were involved in 
the issue. 

But 1 didn’t have any conversation with Mr. 

Heymann, so — 

82 

Q Did you have any conversations with Mr. 

Margolis? 

A No. About this issue? 

Q Yes, about this issue. 

A No. 

Q Is it your testimony that when you spoke 
with Mr. Nathan you told him that you wanted to 
consult with Mr. Nussbaum and then you would get back 
to him, or how was the conversation left? 

A I think I conveyed to him that we would 
likely agree to what he asked but that 1 didn’t have 
the power to decide. That I reported to Bemie 
Nussbaum and I had to talk to Bemie Nussbaum. 

And he concluded the conversation by saying, 

"I know you will do the right thing, Neil," which is 
part of the reason I called him to tell him 1 
returned them. 

Q Did Mr. Nussbaum have any involvement in you 
getting the documents, the attachments? 

A I got the documents. But I reported to Mr. 
Nussbaum. This had just become an issue as a result 
of the Department of Justice being involved. I 
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didn’t feel I had the power to make the decision to 
turn them back without consulting with my, the person 
to whom I reported. 

I told him, I think I conveyed to him, to 
Mr. Nathan, we were fairly confident we would comply 
but that I had to talk to Mr. Nussbaum. I couldn’t 
make a commitment until I talked to Mr. Nussbaum. 

Q Around this period in the fall of 1993 are 
there any other agencies where you attempted to get 
information, or did indeed get information regarding 
materials that would help you respond to press 
inquiries? 

A Well ~ 

MR. IVEY: Well - 

MS. FISHER: That is a convoluted question. 

But what I am generally trying to get at is whether 

it was your normal practice to attempt to get 
information, or was this a specific thing that you 
did, as opposed to having the press do it. 

MR. MURPHY: Having the press do it? 

MS. FISHER: Not the press, the press staff. 

THE WITNESS: Press staff. 
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MR. IVEY: Could we go off the record for a 

second. 

(Off-the-record discussion.) 

MS. FISHER: Would you like me to rephrase 
the question? 

THE WITNESS: Sure. 

BY MS. FISHER: 

Q What I would like to know, Mr. Eggleston, is 
whether this instance where you attempted to follow 
up on press inquiries and obtain documents from the 
SBA, was that a usual or regular thing that you did 
in requesting documents from — 

A Right. 

Q — agencies? 

A Well, let me comment on your question first, 
then 1 will answer what you said. 

I was not — I was requesting documents that 
had been given to congress. I got to keep saying 
that. I was not requesting documents from the SBA. 

I was requesting, I was asking SBA whether it was 
appropriate for them to give me documents that they 
had given out. 
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I would not have just called the SBA and 
asked them, even if response to a press inquiry, I 
don’t think I would have called up and asked them the 
state of their records. 

It was because they had, all these documents 
had left the SBA and gone on to congress was the only 
reason I asked the question. 

I didn’t think about whether the Privacy Act 
would, you know, somehow there was a distinction 
between they could give it to congress but not to us. 

And I don’t know what that law, I mean, I 
didn’t — these were documents that had left the 
agency. And 1 just wanted to know whether it was 
appropriate for us to see documents that had left the 
agency. 

1 don’t mean to keep coming back to you, but 
I did not call the SBA and say can you give us your 
files on Capital Management. All 1, I just asked for 
stuff that had been given to congress and if it was 
appropriate to have them. 

The other thing is, yeah, it was not 
uncommon for there to be teams in the White House or 
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someone from the counsel’s office, at the same time I 
am doing the Halperin nomination there was a team of 
people responsible for it. There were press people, 
there were people from the Department of Defense who 
were involved in it. 

There would be press inquiries about matters 
within the Department of Defense that required us to 
collect the information and get a response back. I 
just remember Mr. Halperin’s nomination was pretty 
hotly contested. 

And so the notion of sort of the White House 
working with an agency to respond on an issue is a 
very common matter. And yes, 1 definitely did that 
kind of stuff. 

Q What factors would go into the determination 
that someone from the White House counsel’s office 
would attempt to obtain documents rather than someone 
from the press staff? 

A Well, the press staff, they were extremely 
competent and good, but they were sort of overworked. 

We tended, they tended at the White House to be more 
the spokesperson. 
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But they needed, they needed backup. I mean 
they can’t, the press and the White House is just 
this crazy event with a thousand questions every day. 

And they can’t possibly get a question, research the 
answer, get the right answer and respond in the time 
period. So they always have, they always need 
backup. They need somebody to tell them what the 
answer is. They can’t make all the calls. 

So it wasn’t just the counsel’s office, 
other, if it was a matter related, question related 
to the crime bill, before there was, you know, these 
daily press briefings with DeeDee Myers, who was the 
person at the time is going to get a question, thinks 
there is going to be crime bill questions, she, she 
relies on people at the White House who are working 
on it, the agencies, to collect the information so 
she can respond. 

But she doesn’t do it all herself. She 
couldn’t possibly collect all the information that 
she would have to know to respond to questions. Any 
possible questions in time for a press briefing, so 
that’s the way, that is just one of the ways it 
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works. 

Q Is there someone in particular on the press 
staff that you were working with on the Capital 
Management, David Hale? 

A No, I think I said earlier, I think Mr. 

Lindsey was pretty much handling the press issues at 
the time. To the extent I dealt with anybody it 
would have been DeeDee Meyers. 

But when you say the Capital Management Hale 
issue, that doesn’t mean anything to me. If you say 
the Whitewater issue — 

Q Okay. 

A I really mean that, Capital Management, 

David Hale, was not its own issue. 

Q It was part of the Whitewater issue? 

A Yeah, it was the Whitewater problem and Mr. 
Lindsey was the principal press person, as I think 
his, if you read the stories he is the guy quoted all 
the time, not Ms. Meyers. 

Q As we sit here today you don’t recall 
whether you had any discussions with Mr. Lindsey 
regarding the documents that you obtained from the 
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A I am sorry, 1 just don’t. 

Q That’s fine. Did anyone from the SBA during 
any of your conversations in this period, November 
16th to the next couple weeks in the future, in any 
conversations that you had with any member of the SBA 
tell you that there was an ongoing and criminal 
investigation regarding Capital Management and David 
Hale? 

A I never had any conversations with anybody 
at the SBA from that Sunday morning to the present. 

Q Prior to that Sunday morning, then? 

A Not that I remember. 

Q Do you recall anyone from the Department of 
Justice telling you that there was an ongoing 
criminal investigation involving Capital Management 
and David Hale? 

A I don’t mean to evade that question. I just 
don’t remember what the state of my knowledge was and 
I just don’t, 1 just don’t remember the answer. 

Q I want to show you a letter that is dated 

November 20th, 1993 from Mr. Eggleston to Mr. 
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Spotila. 

(Witness examines document.) 
THE WITNESS: Uh-huh. 

BY MS. FISHER: 


Q Could you just describe for the record what 
this document is? 

A This is my letter, that is my signature, 
returning the documents. It says to Mr. Spotila. 1 
didn’t actually deliver it to Spotila, I delivered it 
to that other guy. 

But I am sure this is just a cover to the 
letter, to the documents that I returned. 

Did you want to mark this? 

MS. FISHER: Sure, we can mark this as 
Eggleston Exhibit 3. 

(Deposition Exhibit 3 was marked for 

identification.) 

BY MS. FISHER: 


Q Other than the information you received from 
the SBA, did you do anything else to collect 
information relating to Capital Management or David 
Hale while you were an associate counsel at the White 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7058 


91 

House? 

A Only press. 

Q Did you have any contacts with anyone in the 
Eastern District of Arkansas in the fall of 1993, 

U.S. Attorney’s office -- 

A No. 

Q — in the Eastern District of Arkansas? 

A No. 

Q Did you have any contacts with anyone from 
the Department of Justice other than the conversation 
you had with Mr. Nathan regarding - 

MR. MURPHY: About Mr. Hale? I am sorry. 1 
interrupted you. 

MS. FISHER: That’s all right. 

BY MS. FISHER: 

Q Regarding Capital Management or David Hale? 

A Not that I recall, and I don’t think I did. 

Q Did you have any contacts with any employee 
of the FBI relating to Capital Management or David 
Hale? 

A No. 

Q Did there come a time when members of the 
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Department of Justice or members of the FBI came to 
interview you with regard to this issue -- 

A Yes, I am sorry. Yes. 

Q Regarding documents of the SBA - 

A Yes. 

Q I don’t want to get into the substance of 
the interview, but could you tell me what you recall 
about that? 

A They just came to ask me what happened, how 
I got the documents, why. And I told them. 

Q Do you know whether they interviewed anyone 
else at the White House at that time with regard to 
this issue? 

A l don’t think so. They may have interviewed 
Mr. Nussbaum. I don’t know. 

Q Do you remember discussing that with Mr. 
Nussbaum? 

A I wouldn’t have been interviewed without 
discussing it with Mr. Nussbaum. I don’t actually 
remember discussing it with Mr. Nussbaum, but I am 
certain I wouldn’t have agreed to an FBI interview 
without discussing it with Mr. Nussbaum. 
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Q Do you recall whether there was an issue of 
whether, of whether you would agree to be interviewed 
by the Department of Justice or FBI with regard to 
this issue? 

A There was not an issue. 

Q Was there an issue of whether there was 
going to be another member of the White House 
counsel’s office sitting in on the interview? 

A Yes. But there was never an issue about 
whether 1 would be interviewed. Of course 1 would be 
interviewed. 

Q Were there any issues regarding that 
interview — 

A No. 

Q — that came up at that time? 

A Not that l know. 

Q Do you recall how that was resolved, that 
issue, whether White House counsel would sit in on 
your interview? 

A I don’t, actually. I don’t remember. 

Q Did you have any contacts with any member of 
the Department of Justice regarding RTC criminal 
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referrals relating to Madison Guarantee? 

A No, not that I recall. I mean, I guess 1 
need to keep saying that. It was two years ago. 

Q Sure. Everything is to the best of your 
recollection. Absolutely. 

A But I don’t remember any conversations with 
anybody, and I don’t think 1 did. 

Q Do you have any recollection of any contacts 
you had with the RTC involving Madison Guarantee? 

A Well, I mean — 

Q Other than — 

A Other than what I testified about? 

Q Yes. 

A No. 

Q Other than what you have testified about. 

A No. 

Q During the time that you were having 
contacts with Mr. Spotila, were you aware that Mrs. 

Clinton had recommended Mr. Spotila for a post at the 
SBA? 

A No. 

Q Did you ever have any conversations with the 
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first lady regarding Capital Management or David 
Hale? 

A I don’t think so. 

Q Did you ever have any conversations with the 
president involving Capital Management or David Hale? 
MR. MURPHY: 1 am going to object for the 

record. 

I think I know what the answer is, so, if 
your answer is other than no, 1 think we ought to 
talk about it. 

A I don’t remember any conversations with the 
president about David Hale. 

BY MS. FISHER: 

Q Do you recall any conversations you had with 
Mr. Lindsey regarding Capital Management or David 
Hale? 

A 1 don’t. I am sure in the year I was there 
I had conversations with Lindsey about Capital 
Management and David Hale because it became one of 
their repeated allegations, it was in story after 
story after story. 

But 1 don’t remember any specific 
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conversation with him. 

Q Do you recall having any conversations with 
Ms. Williams regarding Capital Management or David 
Hale? 

A Maggie Williams? 

Q Yes. 

A I don’t remember any. Are you going to ask 
me about Susan Thomases? 

Q I will - 

A No, I don’t -- 

Q - if you’d like me to. 

(Laughter.) 

BY MS. FISHER: 

Q Were you involved at all with regard to the 
issue of Mr. Bowles’s recusing himself from the 
Capital Management matter? 

A No. 

Q At the SBA? 

A I didn’t know he had done that. 

Q Did you have any conversations with Mr. 

McLarty regarding Capital Management or David Hale? 

A No. 
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Q Okay. 

A Not that I remember. 

Q Okay. 

A Not that I remember. 

MS. FISHER: I want to show you a document 
that is Bates stamped 02894. It’s a list of 
attachments. 

Do you do you recognize this document, Mr. 
Eggleston? 

It’s also Bates stamped GAC 2041, for the 

record. 

(Witness examines document.) 

A Do I recognize it? 

BY MS. FISHER: 

Q Yes. 

A No. 

Q Do you— 

A I can guess what it is, but I don’t 
recognize it. 

Q What do you believe this document to be? 

A I don’t, I shouldn’t — I don’t believe it 
to be anything. In light of the last two hours of 
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discussions, seeing it says "list of attachments," I 
am willing to bet 1 know what it is. But wholly 
based on the~ 

Q Do you have any reason to believe that this 
is not a list of attachments you received from the 
SBA? 

A I don’t have any feeling one way or the 
other. I don’t remember these, whether they were the 
documents, but -- 

Q Do you recall the indictment of David Hale 
was within the attachments that you received from the 
SBA? 

A No. I am not saying it wasn’t, but I don’t 
remember that it was. 

Q Do you recall whether a memorandum referring 
Capital Management to the Inspector General for 
investigation from the associate administrator, dated 
May 5, 1993, was part of the documents that you 
received? 

A I don’t. 

Q Do you recall whether any of the audit 
reports of Capital Management were with the 
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documents? 

A I don’t. I don’t remember — remember what 
I saw. 

Q I believe you testified that you have made 
no copies of any of the attachments, is that correct? 

A I don’t remember making any copies. I 
certainly didn’t keep any copies. If I made any 
copies, I gave them back. I did not keep anything. 

(Pause.) 

BY MS. FISHER: 

Q Do you recall whether you may have shredded 
any copies that you may have made of any of the 
attachments? 

MR. MURPHY: Objection to the ambiguity of 
the question. 

BY MS. FISHER: 

Q Would it refresh your recollection to ask 
you whether you recall - 

MR. MURPHY: Just ask him if he recalls 
shredding any documents. 

MS. FISHER: He said he made no copies. I 

am just trying to avoid — 
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A No. I don’t remember - I didn’t say I 
didn’t make any copies. I said I don’t remember 
making any copies. 

BY MS. FISHER: 

Q Right. I am trying to refresh your 
recollection. 

A I know when Sunday morning was over I had no 
documents and no copies. 

Q Okay. 

A Now whether I, by sled, I mean, it would be 
thrown in my bum bag. I don’t go walk to a 
shredder. At the White House everybody’s got a bum 
bag. 

By Sunday morning I had no copies. I had no 
documents, and no copies. 

Q All right. 

A If I made a copy, I don’t remember making a 
copy, if I made a copy I either gave it back to them 
or threw it in my bum bag. 

But Sunday when I was done handing them to 
whoever it was at the SBA, I had no copies that I 
recall. 
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1 Q Okay. 

2 A 1 made an effort to make sure 1 had no 

3 copies left. 

4 Q 1 would like to switch gears. 

5 A Okay. 

6 Q And turn to another issue that is a subject 

7 of our resolution involving a report issued by the 

8 Office of Government Ethics regarding White House 

9 treasury contacts. 

10 A Okay. 

11 Q Are you familiar with that report by the IG, 

12 Treasury IG and - 

13 A Sure. Sure. 

14 Q Do you recall being deposed by the Treasury 

15 IG and RTC IG involving the investigation conducted 

16 into White House Treasury contacts? 

17 A Yes. 

18 Q Do you recall -- 

19 MR. MURPHY: You were deposed by someone. 

20 A I was deposed by someone. 1 don’t remember 

21 who it was. 

22 MR. MURPHY: There were a couple peo ple 
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1 there. 

2 THE WITNESS: There were a couple people 

3 there. Generally, yes. 

4 BY MS. FISHER: 

5 Q Do you recall receiving a copy of your 

6 transcript after that deposition for purposes of 

7 making an errata sheet? 

8 MR. MURPHY: I recall it. 

9 BY MS. FISHER: 

10 Q Do you recall — 

11 A I think actually my counsel is the one who 

12 received it. I don’t think I received it. 

13 Q Okay. Do you recall whether you provided 

14 copies of your transcript to anyone within the White 

15 House? 

16 A I did not provide a copy of the transcript 

17 to anybody in the White House. 

18 Q Do you recall discussing your deposition by 

19 the Treasury IG and RTC IG with anyone else at the 

20 White House? 

21 A Outside the White House? 

22 (Off-the-record discussion.) 
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THE WITNESS: I thought you said outside the 
White House. I don’t think it matters actually. 

MS. FISHER: I will strike that. 

BY MS. FISHER: 

Q Do you recall whether you provided a copy of 
your transcript to anyone in the White House? 

A I don’t remember providing a copy of the 
transcript to anybody at the White House. 

Q Do you recall discussing your deposition 
transcript with anyone in the White House? 

A Discussing the transcript? 

Q Yes. 

A No. I am sure I told people at the White 
House I was deposed. 

Q Do you recall seeing deposition transcripts 
of other members of the White House? 

A I think I did not. I do not remember seeing 
deposition transcripts of other people. 

Q Do you recall seeing summaries of other 
depositions taken by the Treasury IG or RTC IG with 
regard to White House/Treasury contacts? 

A I am pretty certain I did not see any. 

104 

Q Do you recall seeing any transcripts of 
depositions of RTC employees? 

A No. 

Q Do you recall seeing any depositions of 
Treasury employees? 

A No. 

Q Do you recall seeing summaries of either of 
those? 

A No. 

Q Do you recall seeing a draft chronology 
listing the contacts that had occurred between the 
White House and Treasury? 

There was eventually one submitted to 
congress. 

MR. MURPHY: What did you say? 

MS. FISHER: I know there was a final report 
that was eventually submitted to congress on July 
30th. 

THE WITNESS: By whom? 

MS. FISHER: The OGE based on the Treasury 
IG and RTC IG investigation. 

THE WITNESS: So you are asking whether I 
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saw — 

BY MS. FISHER: 

Q A draft of that? 

A Of the OGE? 

Q Right. OGE crime/- 

A I don’t think so. 

Q Did you see chronology prepared by someone 
in the White House? 

A I think I probably saw Lloyd’s testimony 
before he gave it. 

Q Do you recall attending a meeting prior to 
Mr. Cutler’s testimony to discuss the chronology that 
he was — 

A I don’t remember. It wouldn’t surprise me 
if I did. 1 wouldn’t remember. 

Q Do you recall discussing Mr. Cutler’s - 

MS. FISHER: Well, strike that. 

BY MS. FISHER: 

Q Do you recall seeing a draft of Mr. Cutler’s 
testimony? 

A I think so. 

Q Do you recall any discussions or any 
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1 meetings regarding that testimony? 

2 A I don’t. And I don’t remember when I saw 

3 it. I mean, by the time I saw it, I had, I had 

4 testified about this countless times under oath. So 

5 it didn’t have any impact on anything I said, I will 

6 tell you that. 

7 I don’t specifically remember seeing it, 

8 although I think I saw his testimony before he gave 

9 it. 

10 Now I don’t really remember whether I saw 

1 1 his Senate testimony or House testimony, but I was 

12 long committed to my, to what happened. 

13 Q Were you interviewed by anybody within the 

14 White House regarding the White House/Treasury 

15 contacts? 

16 A Sure, 1 must have been. Yes, of course. 

17 Q Do you recall who that may have been? 

18 A I assume it was Ms. Sherburne and Ms. 

19 Cheston. 

20 Q Do you recall whether that was prior to your 

21 testimony before the Senate Banking Committee last 

22 summer? 
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1 MR. MURPHY: By last summer, you mean summer 

2 of 1994? 

3 MS. FISHER: Summer of 1994. Sorry. 

4 A I don’t. Probably. 

5 BY MS. FISHER: 

6 Q Do you recall Ms. Sherburne or Ms. Cheston 

7 discussing anyone else’s testimony with you at that 

8 time? 

9 A No. 

10 Q Do you recall Ms. Sherburne or Ms. Cheston 

1 1 advising you of any information that you didn’t have 

12 based on your own personal knowledge regarding the 

13 White House/Treasury contacts at that time? 

14 A Not that I remember. 

15 Q Was there ~ 

16 A There was certainly no effort by them to 

17 change my testimony. 

18 Q What 1 am trying to get at is if they made 

19 you aware of any other information that was out 

20 there. 

21 A Not that I remember. 

22 Q Do you recall anyone else within the White 
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1 House other than Ms. Cheston and Ms. Sherburne that 

2 were working on this issue at the time? 

3 A Mr. Cutler. Mr. Cutler was only brought in 

4 to conduct an investigation and figure out what 

5 happened. So he was obviously ~ 

6 I think it was the two of them who were 

7 principally doing it because they were the two 

8 outsiders who hadn’t been in the White House at the 

9 time the events took place. 

10 Q Do you recall becoming aware at some point 

1 1 that the White House had received -- 

12 A Can 1 amend that answer? 

13 Q Absolutely. 

14 A There were two people who worked for them, 

15 or one person. There were something like, there were 

16 a couple people lower than them whose names I don’t 

17 remember. I just want to be accurate. 

18 Q Were those people lawyers or interns; were 

19 they permanent staff? 

20 A No, 1 think it was a lawyer. A woman. 

21 Q Do you recall becoming aware at some point 

22 that the White House had received copies of 
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1 deposition transcripts of RTC employees and Treasury 

2 employees prior to Mr. Cutler’s testimony? 

3 A I don’t have, 1 don’t have a recollection of 

4 percentage knowledge of that. 

5 Q You don’t recollect becoming aware of that? 

6 A Well, it became sort of a press issue at 

7 some point. 

8 If you are asking if I knew about it at the 

9 time, I don’t really remember knowing about it at the 

10 time it happened. I remember it became sort of an 

1 1 issue with Senator D’ Amato -- 

12 But 1 don’t know. I don’t remember having 

13 personal knowledge about it. 

14 But I kind of remember the issue, but I 

15 don’t, I think I may be remembering the issue and not 

16 the event 

17 Q Do you recall having any knowledge of use 

18 within the White House of RTC IG and Treasury 1G 

19 transcripts -- 

20 A No. 

21 Q — prior to the banking committee hearing? 

22 A No. 
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Q 

at the 
A 


So do you have any recollection of a meeting 


Could we take a break? 

MS. FISHER: Absolutely. 

(A brief recess was taken.) 

BY MS. FISHER: 

Q Mr. Eggleston, do you recall attending a 
meeting at the Old Executive Office Building with 
others from the White House involved in this 


10 

Treasury/ White House contacts issue prior to the 

11 

Senate Banking Committee hearings last year? 

12 


MR. MURPHY: You mean like just prior? 

13 

A 

Just prior? 

14 


BY MS. FISHER: 

15 

Q 

Just like in that week prior. 

16 

A 

Not specifically. 

17 

Q 

Okay. 

18 

A 

1 don’t mean to say specifically to evade, 

19 

either. 

I don’t really remember one way or the 

20 

other. 


21 


Can you help me — 

22 

Q 

I can try. I don’t want to — 
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Do you recall attending a meeting with 
others at the White House that were involved in this 
issue and their lawyers where a copy of a draft a 
chronology, be it Mr. Cutler’s or somebody else’s, or 
a chronology was passed out and everybody was asked 
to review the chronology? 

A First, it wouldn’t have been anybody else’s 
chronology. I say I may have read Cutler’s 
testimony. 

Q Okay. 

A It wouldn’t have been anybody else’s 
chronology. I sort of remember seeing Cutler’s 
testimony before he testified. I don’t quite 
remember it being at a big meeting. 

Q Okay. 

A Although I suppose it could. 

Q Do you recall being asked to review Mr. 

Cutler’s chronology for any inconsistencies that you 
might see prior to the committee’s hearings? 

A I mean not specifically. I mean, I sort of 
think I saw his testimony before he gave it. 

Q Did that testimony attach a chronology of 
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contacts, is it your recollection? 

A His ultimate testimony did. Whether the 
version I saw had a chronology or just his textual 
statement, I don’t remember. I am not a hundred 
percent certain I remember reviewing it, although I 
think I did. 

(The witness confers with counsel.) 

BY MS. FISHER: 

Q Did you want to add anything? 

MR. MURPHY: No. 

MS. FISHER: Okay. 

A No. 

BY MS. FISHER: 

Q Do you — 

A But I don’t remember, I don’t remember 
attending a big meeting in the Old Executive Office 
Building where, where the testimony got passed 
around. 

Q Do you recall whether when you reviewed Mr. 
Cutler’s draft testimony it contained information 
regarding testimony from the RTC employees or the 
Treasury employees? 
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A Boy, I don’t remember. 1 thought — Look, I 
mean, not that 1 remember. 

Q Okay. 

A 1 thought what, what I reviewed was what he 
was going to say about what we had all done, and I 
was one of the people who had done it. 

And what I remember is - I mean, I could be 
wrong in this recollection, but 1 remember what he 
was testifying about was his investigation of what 
happened at the White House. 

So, but then what he testified to is a 
matter of record. 

Q Sure. 

A So I hate to be -- and I don’t actually 
remember what he said. 

Q Do you have any knowledge that your counsel 
provided any copy of your transcript to the White 
House counsel’s office? 

MR. MURPHY: Objection. You don’t have to 
answer that. 

A I don’t want to answer a question like that. 

I would have no way of knowing that without 

114 

reviewing — 

MS. FISHER: Okay. 

MR. MURPHY: And you are not going to 

answer? 

THE WITNESS: And I am not going to answer. 

MS. FISHER: That’s fine. 

BY MS. FISHER: 

Q Do you have any knowledge of any contacts 
between the White House and the U.S. Attorneys office 
in the Eastern District of Arkansas regarding Madison 
or Capital Management? 

A No. 

Q Do you have any knowledge of any contacts 
between the White House and the Department of Justice 
regarding Madison or Capital Management? 

A Other than the ones I have just testified 
about? 

Q Yes. 

A My conversations — 

Q Right. 

A No. 

Q Do you have any knowledge of any contacts 
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between the White House and Department of Justice 
relating to David Hale? 

A No. Except to the extent you could construe 
my conversation with Irv Nathan to include David 
Hale. 

Q 1 am not limiting these questions to just 
your contact with them. 

A No, I understand. 

Q Okay. 

A I have no knowledge. You could argue except 
for my one conversation with Mr. Nathan. 

MS. FISHER: I don’t think 1 have anything 

further. 

MR. IVEY: Why don’t we take a short break 
while I go through and decide if I need to ask 
anything. 

(A brief recess was taken.) 

EXAMINATION 

BY MR. IVEY: 

Q Good afternoon, Mr. Eggleston. My name’s 
Glenn Ivey. I just had a couple follow-up questions 
to pose. 

116 

In mentioning the review of Mr. Cutler’s 
testimony you said that you thought it had to do with 
what we had done. I just wanted you to flesh that 
out a little bit. 

Who is the "we" you are referring to and 
what was done? 

A Well, Mr. Cutler had been brought in at the 
resignation of Mr. Nussbaum to investigate, I think 
actually at the ceremony where he was announcing, he 
announced one of the things he was going to do was 
look into what the White House staff had done in 
connection with the White House/Treasury contacts and 
would be making a report to the president on that or 
making a report on that. 

So part of his mandate was to talk to the 
participants who had been involved in these contacts 
as they had come to be called and get to the bottom 
of what happened. 

So, yes, they definitely interviewed a 
number of us as part — that is what they were doing. 

They were conducting their own little investigation. 

Q Your review of his testimony was connected 
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to the interview that you had given previously? 

A Yeah. Yeah. 

Q Was it to ensure the accuracy of the 
interview? 

A Yes. Yeah. 

Q Do you know if there was any other purpose, 
such as to convey information to you that you weren’t 
supposed to have— 

A No. 

Q — for any particular reason? 

A No. And as I say, by that time I was well 
locked in so that I — I didn’t, I couldn’t have been 
altered if they had had that intention. 

Nobody, it was not my sense anybody was 
showing me this in order to influence what my 
testimony would be. 

Q You were locked in because you testified, I 
think you had already done your deposition for this 
committee? 

A 1 think I had done deposition for this 
committee, I had been interviewed by the House staff 
by then. 

118 

(The witness confers with counsel.) 

THE WITNESS: Anyway, 1 was locked in. 

MR. IVEY: All right, I have nothing 

further. 

THE WITNESS: Thank you. 

MS. FISHER: Thanks so much for coming down. 
(Whereupon, the deposition was concluded at 

3:28 p.m.) 
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ACKNOWLEDGMENT OF DEPONENT 
1, W. NEIL EGGLESTON, hereby acknowledge that I 
have read and examined the foregoing pages of my 
deposition and that: 

(Check appropriate box.) 

( ) the same is a true, correct and complete 
transcription of the answers given by me 
to the questions therein recorded. 

( ) except for the changes noted in the 
attached Errata Sheet, the same is a 
true, correct and complete transcription 
of the answers given by me to the 
questions therein recorded. 


Date Signature of Witness 

Subscribed to and sworn before me. 

this day of , 1 9 


Notary public in and for the 

My commission expires: 
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Certificate of Reporter ) 

United States of America ) ss. 

District of Columbia ) 

I, CRAIG L. KNOWLES, the officer before whom 
the foregoing deposition was taken, do hereby certify 
that the witness whose testimony appears in the 
foregoing deposition was duly sworn by me; that the 
testimony of said witness was taken by me to the best 
of my ability and thereafter reduced to print under 
my direction; that I am neither counsel for, related 
to, nor employed by any of the parties to the action 
in which this deposition was taken and, further, that 
1 am neither a relative nor an employee of any 
attorney or counsel employed by the parties thereto 
nor financially or otherwise interested in the 
outcome of this action. 

Witness my hand this 4th day of November, 1995. 


Notary Public in and for 
the District of Columbia. 
My Commission Expires November 14, 1999: 
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U S Sm^J Butnaw 
Admtnialf ation 


NEWS RELEASE 


SBA Number: 
For releasor 


November 16. 199 3 For mo ~ 'n'"™" 0 "' Mike Stamler 

contact. (202)205-6740 


STATEMENT ON CAPITAL MANAGEMENT SERVICES INC. 

U.S. Small Business Administration (SBA) Administrator Erskine 
Bowles today released the attached summary of his letter to U.S. 
Rep. John LaFalce, chairman of the House Committee on Small 
Business. Chairman LaFalce had asked for background information 
on Capital Management Services Inc., a Specialized Small Business 
Investment Company located in Little Rock, Ark. 
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oonct or TWt AOMINIST»*TO« 


U.S. Small Business Administration 

Washington, O.C. 20416 


Capital Management Services. Inc 
Information Sheet 


Capital Management Services, Inc. ("Capital Management"), was 
a Specialized Small Business Investment Company ("SSBIC") located 
in Little Rock, Arkansas. 

Capital Management was licensed by the Small Business 
Administration ("SBA") in 1979, and received total financial 
assistance of $3.4 million from SBA during the period from 
September, 1983 through March, 1989. While monitoring Capital 
Management in the fall of 1992 in connection with a request for 
additional leverage, SBA began to suspect regulatory violations by 
the SSBIC. SBA required Capital Management to provide further 
information about its portfolio of investments, and then in 
October, 1992 and December, 1992, SBA denied Capital Management's 
requests for the additional financing. 

In the review process, SBA became aware of serious potential 
regulatory problems relating to Capital Management. Accordingly, 
SBA commenced an audit of the SSBIC for the 24 month period ending 
November 30, 1992. As a result of the audit report, issued in 
March of 1993, SBA referred the case to- the Of f ice- of— Inspector 
General ("IG") for investigation. The IG, in turn, made a referral 
to the Federal Bureau of Investigation ("FBI") for further inquiry. 
SBA officials traveled to Arkansas and met with the FBI and the 
local Assistant United States Attorney in order to review the 
records of Capital Management. This joint effort uncovered 
additional regulatory violations by Capital Management. SBA then 
moved for and obtained appointment as receiver ("Receiver") for 
Capital Management pursuant to an Order entered by the United 
States District Court for the Eastern District of Arkansas, Western 
Division, on September 15, 1993. ( United States of America v. 
Capital Management Services. Inc. . Civil Action No. LR-C-93-646 
( Eisele , J.)) 

The Receivership was instituted for the purpose of 

administering and controlling Capital Management, making inquiry 
into regulatory compliance, liquidating all of Capital Management's 
assets, satisfying the claims of creditors therefrom, and pursuing 
all causes of action available to Capital Management against third 
parties. SBA is authorized to act as a receiver of^ari^SSBIC under 
Section 311 of the Small Business Investment Act of 1958, as 
amended ("Act"), 15 U.S.C. S 687c. 

The following is point by point specific background material: 
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SSBIC License 

Capital Management was issued an SSBIC license by SBA on March 
14, 1979 under Section 301(d) of the Act, 15 U.S.C. S 681(d). 
SSBICs licensed under Section 301(d) of the Act are permitted to 
fund only those concerns owned by socially or economically 
disadvantaged persons. 


According to SBA's files, Capital Management was operated by 
David L. Hale, a local Pulaski Municipal Court Judge, since 1980. 

Private Capital 

As required by Section 302 of the Act, 15 U.S.C., S 682, 
Capital Management was initially capitalized with $152,500 in 
"Private Capital", as defined in SBA's regulations ("Regulations") 
at 13 C.F.R. S 107.3. Please note that the minimum requirement for 
"Private Capital" has been amended since the time Capital 
Management was licensed. Subsequently, Capital Management's 
private paid-in capital increased to $500,500 in March of 1980, to 
$1,006,310 in June of 1986 and to $1,406,310 in December of 1988. 


SBA Leverage 

The total amount of SBA financial ~ assistance provided to 
Capital Management to date is $3.4 million. In accordance with 
Section 303 (b) of the Act, 15 U.S.C. S 683 (b), SBA provided 
financing to Capital Management through the purchase or guarantee 
of three subordinated debentures issued by Capital Management in 
the total principal amount of $2,000,000. The three financings 
were made in November, 1983; September, 1986; and March, 1989. The 
SBA also provided financing to Capital Management through the 
purchase of a total face amount of $1,400,000 in preferred stock 
issued by the Company in three separate financings in March, 1980; 
May, 1986; and March, 1989. The SBA is authorized to purchase 
preferred securities of SSBICs pursuant to Section 303(c) of the 
Act, 15 U.S.C. S 683(c). 


Portfolio Financing? 

Capital 'Management made numerous financings to individual 

small business concerns.- These -5BIC financings -were not SBA 

approved investments, since SBA does not select or approve small 
businesses which SBICs choose to finance. Individual financing 
decisions are made by the SBICs, without prior consultation with 
SBA. SBA is not in a position at this time to give details about 
individual financings by Capital Management. 
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As Receiver, SBA is marshalling all of Capital Management's 
assets and property and gathering and reviewing all of its 
documents, books, records and files. Since its appointment as 
Receiver, SBA has been operating pursuant to a liquidation 
directive. All of Capital Management's individual financings are 
being reviewed, with more information being obtained daily. 
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U.S. Small Business Administration 

Washington. O.C. 20416 
(202) 205-6642 

General Counsel 

November 16, 1993 
HAND DELIVERED 


\ 

Neil Eggleston, Esquire 

Associate Counsel 

Office of the White House Counsel 

The White House 

Washington, DC 20416 



Dear Neil: 

Enclosed is a copy of Erskme's letter yesterday to Chairman LaFalce (writ 
confidential attachments). — 



Attachments 


r\ 
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orricr or tmc aoministnaton 


U.S. Small Business administration 

Washington. 2 C. S24 1 6 


The information contained heroin has been determined to be 
confidential in nature and therefore not: releasable to 
unauthorized parties. Disclosure of this information may 
violate federal law (a.g., Privacy Act of 1974,, th* Right to 
Financial Privacy Act of 1978, and 18 D.fl.c. § 1905). Utmost 
discretion should he exercised. 


November 15, 1993 


Honorable John J. LaFalce 
Chairman, Committee on Small Business 
Congress of the United States 
House of Representatives 
Washington, DC 20515-6315 


Re: Capita l Management Services, Inc 


Dear Chairman LaFalce: 

I am pleased to provide the information you requested on 
Novemoer 4 1993, regarding Capital Management Services, Inc. 

t Capital Management") , a Specialized Small Business Investment 
Company ("SSBIC") located in Little Rock, Arkansas. 

c general background, Capital Management was licensed by the 

f?n^- BU ? lneSS Adalnlstra tion ("SBA") in 1979, and received total 
^ la i a ® slsta nce of S3. 4 million from SBA during the period 
from September, 1983 through March, 1989. While monitoring Capital 
, ln the fali of 1992 in connection with a request for 
the ssaTc 1 ^erage, -SBA began to suspect regulatory violations by 
i 3 „ A , required Capital Management to provide further 
formation about its portfolio of investments, and then in 

reouests for I 1992 ' SBA denied Capital Management's 

requests for the additional-financing. _ . . 

process, SBA became aware of serious potential 
c-JP 1 ^ lems relating to Capital Management. Accordingly, 

NoLmh-Tn fo n o, aUdlt ° f SSBIC for the 24 ®°nth period ending 

November 30, 1992. As a result of the audit report, issued in 
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March of 1993, SBA referred the case to the Office of Inspector 
General ("IG") for investigation. The IG, in turn, made a referral 
to the Federal Bureau of Investigation ("FBI") for further inquiry. 
SBA officials traveled to Arkansas and met with the FBI and the 
local Assistant United States Attorney in order to review the 
records of Capital Management. This joint effort uncovered 
additional regulatory violations by Capital Management. SBA then 
moved for and obtained appointment as receiver ("Receiver") for 
Capital Management pursuant to an Order entered by the United 
States District Court for the Eastern District of Arkansas, Western 
Division, on September 15, 1993. ( United States of America v. 
Capital Management Services . Tnc. . Civil Action No. LR-C-93-646 
(Eisele , J. ) ) 

The 1 Receivership was instituted for the purpose of 
administering and controlling Capital Management, making inquiry 
into regulatory compliance, liquidating all of Capital Management's 
assets, satisfying the claims of creditors therefrom,, and pursuing 
all causes of action available to Capital Management against third 
parties. SBA is authorized to act as a receiver of an SSBIC under 
Section 311 of the Small Business Investment Act of 1958, as 
amended ("Act"), 15 U.S.C. S 687c. 

The following is a point by point response to the specific 
inquiries in your letter: 


SSBIC License 


Capital Management was issued an SSBIC license by SBA on March 
14, 1979 under Section 301(d) of the Act, 15 U.S.C. S 681(d). 
SSBICs licensed under Section 301(d) of the Act are permitted to 
fund only those concerns owned by socially or economically 
disadvantaged persons. 


Ownership 

According to SBA's files, Capital Management is currently 
owned by David L. Hale 82%, Linda Sue Hale (David Hale's wife) 9% 
and Hazel Dennis (David Hale's sister) 9%. 


Private Capita*! 

As required by Section 302 of the Act, 15 U.S.C. S 682, 
Capital Management was initially capitalized with $152,500 in 
"Private Capital", as defined in SBA's regulations ("Regulations") 
at 13! C.F.R. 5 107.3. Please note that the minimum requirement for 
"Private Capital" has been amended since the time Capital 
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Management was licensed. Subsequently, Capital Management’s 
private paid-in capital increased to $500,500 in March of 1980, to 
$1,006,310 in June of 1986 and to $1,406,310 in December of 1988. 


SBA Leverage 

The total amount of SBA financial assistance provided to' 
Capital Management to date is $3.4 million. In accordance with 
Section 303 (b) of the Act, 15 U.S.C. S 683 (b),, SBA provided 
financing to Capital Management through the purchase or guarantee 
of three subordinated debentures issued by Capital Management in 
the total principal amount of $2,000,000. .The three financings 
were 'made in November, 1983; September, 1986; and March, 1989. The 
SBA also provided financing to Capital Management through the 
purchase of a total face amount of $1,400,000 in preferred stock 
issued by the Company in three separate financings in March, 1980; 
May, 1986; and March, 1989. The SBA is authorized to purchase 
preferred securities of SSBICs pursuant to Section 303(c) rf the 
Act, 15 U.S.C. S 683(c) . 


Portfolio Financings 

You have requested details regarding Capital Management's 
financings to individual small business concerns. These SBIC 
financings were not SBA approved investments, since SBA does not 
select or approve small businesses which SBICs choose to finance. 
Individual financing decisions are made by the SBICs, without prior 
consultation with SBA. We are not in a position at this time to 
give you details about individual financings by Capital Management. 

As Receiver, SBA is marshalling all of Capital Management's 
assets and property and gathering and reviewing all of its 
documents, books, records and files. Since its appointment as 
Receiver, SBA has been operating pursuant to a liquidation 
directive. New financings are not being made by Capital 
Management. The Receiver has retained a Principal Agent, Cecilia 
R. Seay, who is experienced in' SBIC liquidation, has served as an 
agent for other receiverships, has interviewed and deposed numerous 
individuals, and has general awareness of SBIC regulations and 
corporate duties in the State of Arkansas. We are in the process 
of retaining accountants to follow the flow of funds from Capital 
Management. All of Capital Management's individual financings are 
being reviewed, with more- inf ormation being obtained daily. Once 
the information is available, we will review it to assess what 
details we can make available to you. 

As additional background, I am attaching further information 
relating to Capital Management. If you like, SBA representatives 
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can meet at a mutually convenient time with 
Roslanowick, or any other of your designated 
clarify this information. 

I look, forward to working closely with 
Business Committee as we proceed. 



Administrator 

Attachments 


Tom Powers , Jeanne 
representatives to 

you and the Small 


EBB/s 
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THE WHITE HOUSE 


WA SHIN GTO N 



November 20, 1993 


John T. Spotila, Esq. 

General Counsel 

U.S. Small Business Administration 
Washington, D.C. 20416 

Dear John: 


Enclosed please find the attachments to the public 


report from Administrator Bowles to Chairman LaFalce, House 
Committee on Small Business, that the Small Business 
Administration provided earlier this week. In view of the fact 
that the attachments themselves, although delivered to the House 
committee, were not made public, I am returning them. 


Ver ' 7 t* y 1 1 1 vr uniir^ 



W. Neil EggleSxon 

Associate Counsel to the President 
(202) 456-7901 





DEPOSITION OF LLOYD N. CUTLER 
IN RE: S. RES. 120 


MONDAY, NOVEMBER 6, 1995 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC . 

Deposition ofLLOYDN. CUTLER, called for examination 
pursuant to notice of deposition, at 11:15 a.m. in Room 534 of the 
Dirksen Senate Office Building, before BRENDA M. SMONSKEY, 
a Notary Public within and for the District of Columbia, when were 
present: 


MICHAEL P. O’CALLAGHAN, Esq. 

Majority Associate Special Counsel 
MICHAEL CHERTOFF, Esq. 

Majority Special Counsel 
NEAL E. KRAVITZ, Esq. 

Minority Principal Deputy Special Counsel 
RICHARD BEN-VENISTE, Esq. 

Minority Special Counsel 
U.S. Senate 

Committee on Banking, Housing, and Urban Affairs 
534 Dirksen Building 
Washington, DC 20510 
On behalf of the Committee. 

ROGER M. WITTEN, Esq. 

GAIL BERNSTEIN, Esq. 

STEVEN H. SACHS, Esq. 

Wilmer, Cutler & Pickering 
2445 M. Street, NW 
Washington, DC 20036-1420 
On behalf of the Deponent. 
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PROCEEDINGS 

Whereupon, 

LLOYD CUTLER 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 

BY MR. CHERTOFF: 

Q Mr. Cutler, before we proceed, I am just 
going to make some preliminary observations about the 
nature of this deposition. The deposition is 
conducted pursuant to Senate Resolution 120, which 
establishes a special committee to conduct an 
investigation involving Whitewater Development 
Corporation and a number of related matters. 

One of those matters has to do with the 
handling of certain transcripts in connection with an 
investigation conducted last summer by the Office of 
Government Ethics and the Inspectors General of the 
RTC and Treasury, and that’s going to be what the 
subject of this deposition is focused on. 

The deposition is in advance of a public 
hearing that will actually begin, as far as I can 

tell, tomorrow. 1 would say there is a substantial 
likelihood you will be asked to testify. My estimate 
is that would be on Thursday morning. 

We will proceed by way of my asking you a 
series of questions which you are obliged to answer 
under oath. If you don’t understand a question, 
please let me know and I will try to clarify it. If 
you need a break to talk to your attorney or for any 
other reason, let us know. We will go off the 
record. 

There will be a record of questions and 
answers here taken by the stenographer which will be 
treated as committee confidential until the hearings 
begin. At that point, some or all of it may become 
public. In any event, in due course the entirety of 
the deposition will become part of the public 
record. 

You will be given an opportunity as soon as 
the transcript is prepared to come in with your 
counsel to make corrections, and given the time 
frame, you will receive a copy of the deposition to 
use in your preparation as soon as it is prepared, on 
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the condition that you agree not to share the 
deposition itself with anybody else. 

A We have an opportunity to correct the 
transcript? 

Q Yes, as soon as it is available. Frankly, 
plan on coming in tomorrow. We get daily copy. I 
would imagine it would be available tomorrow morning 
sometime. Given we are talking about a Thursday 
start date, I would not hesitate. 

MR. BEN-VENISTE: 1 don’t think it will be 
necessary for Mr. Cutler to come here to do that. 1 
think we can provide it to him tomorrow. 

MR. CHERTOFF: Yes. You will get a copy 
anyway. 1 would plan to attend to it tomorrow. 

You are represented by counsel, and just 
for the record, if we can get the identification of 
counsel who will be speaking. 

MR. SACFIS: Steven Sachs, Roger Witten and 
Gail Bernstein, all of the law firm of Wilmer, Cutler 
& Pickering. 

BY MR. CHERTOFF: 

Q Obviously, if objections are made, let us 

6 

hash it out on the record and then you can go ahead 
and answer. 

There are two circumstances under which you 
might be instructed not to answer a question. One is 
on the ground of privilege, the other is on the 
ground that the question would be beyond the scope of 
the resolution. 

If either of those instructions comes up 
during the course of the deposition, let us try to 
work it out on the record. If we are unable to do 
so, then if you would withhold your answer, 
ultimately the Chairman of the Committee is the final 
arbiter with respect to such objections. 

Is there anything that I have said to you 
or anything else in connection with the deposition 
that is unclear or that you would like to ask me 
about? 

A Nothing. 

MR. SACHS: I want to put on the record, 

Michael, as I put on the record in Ms. Sherburne’s 
deposition, we are aware there have been discussions 
between the White House and your staff and the 
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1 committee with respect to privileges, the scope of 

2 privileges, et cetera. We think we understand the 

3 general parameters. 

4 It should be understood that Mr. Cutler is 

5 not authorized to waive any privileges that exist 

6 that pertain to the White House, and anything he says 

7 here today should not be construed as a waiver. 

8 One other preliminary, and that is that it 

9 is hot in here. Is there some way, among your 

10 awesome powers -- 

1 1 MR. CHERTOFF: Now you are way beyond my 

12 powers. 

13 BY MR. CHERTOFF: 

14 Q Mr. Cutler, when did you become appointed 

15 counsel to the President in 1994? 

16 A 1 believe the official date was the 10th of 

17 March, but I actually began working on White House 

18 counsel matters 1 think by the 4th of March. 

19 Q You came aboard as a special government 

20 employee? 

21 A That is correct, without compensation. 

22 Q What was your exact title? 

' 8 

1 A My title was not counsel to the President; 

2 it was special counsel to the President. In part 

3 because Mr. Nussbaum wished to stay on until the end 

4 of April, and I decided since I was going to be only 

5 a special government employee, it would be best to 

6 retain the title of special counsel rather than the 

7 formal counsel to the President. 

8 Q When Mr. Nussbaum left, did you or did 

9 anyone else come to occupy the formal title of 

10 counsel to the President during your tenure as 

1 1 special counsel? 

12 A No. 

13 Q Did you bring any lawyers aboard with you 

14 at the time or shortly after the time you began 

15 working in the White House? 

16 A Well, since one of my responsibilities was 

17 to conduct my own investigation of the so-called 

18 White House-Treasury contacts, I brought in two of my 

19 former partners, litigating partners, whom 1 knew and 

20 trusted, one of whom was Jane Sherburne, who I 

21 brought in as a special government employee from the 

22 law firm. 
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The other was Sheila Cheston, who was 
already the Deputy General Counsel of the Air Force. 

She was deputized or secunded over, whatever the 
right term is, to assist me. But that did not happen 
immediately. That was in the course of the spring. 

Q When did you first learn that you would be 
asked to undertake some kind of internal review or 
investigation regarding Treasury- White House 
contacts? 

A During the series of interviews I had with 
Mr. McLarty and the President when I was recruited. 

I thought I had made them an offer they couldn’t 
accept when I said I would only stay for the 130-day 
period. 

Q And in the course of the discussion, they 
raised the issue of this internal investigation as a 
subject? 

A As one of the duties, yes. 

Q What was your understanding of what was to 
be investigated at the time that these discussions 
initially occurred? 

A Well, as you know, Mr. Nussbaum had 

10 

resigned over the preceding weekend in the midst of 
the initial disclosures about the Treasury- White 
House contacts that appeared in the press, and it 
became one of my duties to look into those contacts 
and to advise the President as to whether there were 
any improprieties and what actions, if any, would be 
required. 

Q Did you have any discussions with the 
President or with Mr. McLarty during this period that 
you described as when you were being recruited 
concerning the manner in which you would conduct this 
internal review or investigation? 

A Not in any specific way, no. We were 
aware, of course, that there was an independent 
counsel at this point, Mr. Fiske, and that he might 
very well be looking into the same matters. That 
became clear in the course of the next month or two. 

Q When you came aboard, did you go about 
starting a preparation for conducting this internal 
review? 

A Not immediately. In the next month or so 1 
did, yes. 
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1 Q How did you go about doing that? 

2 A The first thing I did was to recruit the 

3 two people I mentioned who had not previously been 

4 connected with the White House in any way, and I also 

5 had extensive discussions with Joel Klein, the deputy 

6 counsel, who I think had come on board only the 

7 previous December or something like that. He would 

8 not have been involved in that context with the minor 

9 exception of the level of contact with which you are 

10 familiar. 

1 1 Q Did you have any discussion during the 

12 period of preparation for conducting this review for 

13 setting up an ethics wall or some kind of a 

14 restriction between the attorneys in the office who 

15 were conducting this internal review under you and 

16 the other attorneys in the White House counsel’s 

17 office? 

18 A We did not set up a formal wall, but all of 

19 the work was done by the two new people I had 

20 recruited and the staff that they built up who were 

21 also new people, and with Mr. Klein. 

22 Q And where did this staff that you brought 

“ 12 

1 in have its offices? 

2 A In the Executive Office Building. 

3 Q Where in relation to the Offices of the 

4 General Counsel? 

5 A Well, you know the setup over there very 

6 well, I assume. 

7 Q I don’t. In any case, if I did, the record 

8 doesn’t know. 

9 A Only the counsel and the deputy counsel 

10 have offices in the west wing of the White House on 

1 1 the second floor. Everyone else attached to the 

12 counsel staff has his or her office in the EOB. 

13 Q Did Ms. Cheston, Ms. Sherburne and the 

14 staff they brought in and assembled share office 

15 space with the other members of the White House 

16 counsel staff? 

17 A I believe they had a separate room. We had 

18 great difficulty finding rooms for them, the White 

19 House being as crowded as it is. But I believe they 

20 had a separate locked room of their own. 

21 Q Am I correct that at the time that this 

22 internal review or the preparation for this internal 
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review began and during the course of the review, the 
regular members of the White House counsel staff, 
including individuals such as Mr. Sloan and 
Mr. Eggleston, were reporting to you? 

A Yes. 

Q And reporting to — 

A And to Mr. Klein. 

Q And to Mr. Klein. So that at the time that 
you were supervising the internal review, you were 
also continuing to supervise the ongoing work of 
Mr. Eggleston and Mr. Sloan and Mr. Klein himself? 

A Yes. 

Q Did you discuss with the President or 
Mr. McLarty either after you arrived -- during the 
recruitment period or after you arrived whether the 
internal review should be conducted and supervised by 
somebody who did not have an ongoing working 
relationship with the people in the White House, the 
people in the regular part of the White House 
counsel’s office? 

A You mean did I have a discussion as to 
whether someone other than myself should be in 

14 

charge? 

Q Or, alternatively, whether you ought not to 
have an ongoing relationship with the members of the 
White House counsel’s office who were themselves 
going to be called as witnesses? 

A No, we did not have any such discussion and 
I did not think any such discussion was necessary or 
appropriate. 

Q In your judgment, you saw no difficulty in 
your both supervising people like Mr. Eggleston and 
Mr. Sloan and Mr. Neuwirth and other members of the 
White House counsel’s office at the same time that 
you were supervising the attorneys who would be 
examining them as witnesses? 

A No. This was not a criminal 
investigation. These were respected, trustworthy 
members of the White House legal staff, and I could 
hardly perform the function of being the White House 
counsel and advising the President if 1 had to either 
fire them or cut myself off from my connection with 
them. 

Q Did you suggest - 
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1 A Who would have supervised them other than 

2 myself? 

3 Q Did you suggest to the President or 

4 Mr. McLarty that perhaps the fact-gathering, the 

5 interviewing or the deposing of White House counsel 

6 personnel should be undertaken by the Inspectors 

7 General of Treasury and the RTC, who were conducting 

8 a parallel investigation? 

9 A Well, the Treasury Inspectors General were 

10 conducting an investigation for the Secretary of the 

1 1 Treasury into the propriety of the very same 

12 contacts. They were looking at the propriety of the 

13 behavior of the Treasury officials. 

14 The President is, after all, the President, 

15 and the President is entitled to look into the 

16 propriety of the behavior of his immediate White 

17 House staff. It was obvious we could not employ the 

18 Department of Justice for that purpose, and it would 

19 be odd to me to employ the Treasury Inspector General 

20 for that purpose except for factfinding convenience. 

21 Given the very short timetable that 

22 ultimately developed, we had between July 1st, when 

" \6 

1 we were allowed to begin our investigation by 

2 Mr. Fiske, and July 26th, I think it was, when I 

3 actually had to testify. 

4 Q When did you become aware of the fact that 

5 the Treasury and RTC Inspectors General would be 

6 conducting some factfinding in connection with the 

7 Treasury investigation? 

8 A Not until approximately the 1st of July. 

9 Q Well, were you aware of the initial 

10 announcement that Mr. Bentsen made concerning the 

1 1 fact that he had asked the Office of Government 

12 Ethics to proceed with an investigation of the 

13 Treasury side? 

14 A Yes, I was certainly aware of that at the 

15 time. If I recall the dates expressly, it was not 

16 until Mr. Fiske released both the Treasury and the 

17 White House to conduct their own investigations, and 

18 that was late in June, quite late in June. 

19 Q Did you consider having the Office of 

20 Government Ethics review the actions of White House 

21 counsel’s personnel? 

22 A Yes, 1 did. I knew and Secretary Bentsen 
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learned that the Office of Government Ethics has no 
factfinding capability of its own. But I did take 
steps to ask the Office of Government Ethics if on 
the basis of the facts that we presented to them they 
would review our conclusions as to whether there had 
been any ethical improprieties, and they did so. 

Q When you say review your conclusions, do 
you mean furnish you with a report along the lines of 
the report that they furnished to the Secretary of 
the Treasury? 

A We wanted them to furnish such a report, 
but they said, having been asked by the Secretary of 
the Treasury to prepare such a report for him, they 
would not have time to do a full report for us. 

But they were willing to review the 
conclusions we had reached, the ethical conclusions 
we had reached based on our factfinding and the other 
information we had available and to let us know 
whether they disagreed with any of those 
conclusions. That is reflected in the report 
itself. 

Q Did you consider asking the Office of 

18 

Government Ethics to broaden their examination and 
their use of the Inspectors General personnel to 
conduct factfinding of the White House counsel’s 
office personnel so that they could furnish a report 
not only to the Secretary but to you and to the 
President? 

A Well, we did in the end, as you know, make 
use of the investigations being conducted by the 
Treasury Inspectors General in the sense that we gave 
up or we did not ourselves interview all of the 
Treasury people. We only interviewed one or two of 
the Treasury people. We relied on the investigations 
or I should say the depositions being prepared by the 
Treasury Inspectors General. 

So far as the rest of the Treasury people 
were concerned -- and of course we made our own 
people, White House people, available to the Treasury 
Inspectors General. 

Q When did you decide to rely in part on the 
depositions of the Inspectors General in terms of 
conducting your own review? 

A It would have been early in July. 
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1 Remember, the time frame was compressing on us all 

2 the time. We thought that and Mr. Fiske’s people led 

3 us to believe that he would be able to conclude his 

4 own investigation and let us begin the ethical 

5 investigation much earlier than the beginning of 

6 July. 

7 At the same time, the committee was 

8 organizing itself, and it was scheduling hearings to 

9 begin the last week of July. So, the time kept 

10 getting shorter and shorter. 

1 1 Once Secretary Bentsen had come to the 

12 conclusion that he would have his factual 

13 investigation of the Treasury people done by the 

14 Treasury Inspectors General, we thought that gave us 

15 an opportunity to save time and work and that we 

16 would not have to interview every Treasury witness. 

17 Q When did you learn specifically that the 

18 Secretary had decided that the Inspectors General 

19 should be the factfinders working to produce the 

20 facts for the OGE report? 

21 A Well, it must have been close to the 

22 beginning, a few days into July. As you know, the 

“ “20 

1 Secretary — Secretary Bentsen originally asked the 

2 OGE to conduct the investigation, and since they had 

3 no factfinding capability, it was arranged, and 

4 whether it was OGE’s suggestion or the Treasury’s 

5 suggestion, I don’t know, that the Treasury 

6 Inspectors General would do the factfinding 

7 investigation. 

8 Q Wasn’t that arranged sometime in the spring 

9 of 1994? 

10 A Well, I don’t see how it could have been. 

1 1 We were already exchanging documents in the spring, 

12 in May of 1994. But we were not allowed to begin the 

13 actual interviewing of witnesses. 

14 Q I understand you weren’t allowed to begin 

15 it. But wasn’t the decision to have the Inspectors 

16 General be the factfinders for OGE a decision that 

17 was reached before June of 1994? 

18 A I don’t really recall. If you have 

19 something to show me that would refresh my 

20 recollection, I would like to see it. 

21 Q By the way, while I’m seeing if we have 

22 anything to refresh your memory, did you personally 
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participate in deciding and conducting the White 
House internal review? 

A I certainly supervised it, yes. 

Q Did you delegate the responsibility to 
somebody else or did you make a decision to become 
personally involved in the details? 

A I was personally involved in dealing with 
Secretary Bentsen and Mr. Knight, and I met virtually 
every day with Ms. Cheston and Ms. Sherburne to go 
over the developments of that day. 

Q Were you satisfied that you were fully 
familiar and aware of all the relevant developments 
in the internal review? 

A I don’t know what you mean by that 
question. I was satisfied that I had been informed 
of all I needed to know and had taken part in all of 
the decisions in which I needed to take part. I had 
great confidence, based on past working experience 
with Ms. Sherburne and Ms. Cheston. We worked 
together more or less as senior partners and junior 
partners in the law firm. 

Q And on a daily basis you conferred with 

22 

them about the progress of the investigation? 

A Or lack of progress, yes. 

Q Am I correct also that you were involved, 
to your knowledge, in all the decisionmaking 
regarding how the investigation would proceed, the 
internal investigation would proceed? 

A When you say "all the decisionmaking,” I 
think you go too far. I much prefer the analogy of 
the lead partner and the other litigating partners in 
the law firm. 

Q I don’t know that that is helpful to people 
who are going to be reading the record. Let me be a 
little -- let’s try to put it in lay terms. 

MR. SACHS: Who else but lawyers is going 
to read the record anyway? 

MR. CHERTOFF: Not all of our senators are 

lawyers. 

MR. BEN-VENISTE: I wonder whether that 
modifies Steve’s question. 

MR. SACHS: I was going to say that. 

BY MR. CHERTOFF: 

Q With respect to decisions about the manner 
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1 in which the interview or the review would proceed, 

2 were you involved in those decisions? 

3 A Not in every detail as to the order of the 

4 interviews or what specific questions would be asked, 

5 no. 

6 Q With respect to the general issue of who 

7 would be interviewed, the manner in which interviews 

8 would occur, were you involved in those decisions? 

9 A Yes. I was involved in the decision that 

10 we would interview everyone whose name had been 

1 1 mentioned in connection with these contacts or whose 

12 name we learned of as possibly having had a contact. 

13 1 was involved in the decision that we would conduct 

14 our own interviews, not on the basis of sworn 

15 depositions, but as interviews. 

16 Q Now, in June of 1994, Mr. Fiske was still 

17 conducting his investigation; correct? 

18 A He had not yet filed his report, that is 

19 correct. He had not reached his conclusions. 

20 Q So, in June of 1994, you had not yet begun 

2 1 the process of conducting your own interviews; 

22 correct? 

24 

1 A 1 believe that is true, yes. It is true, 

2 yes. 

3 Q Am 1 correct from your earlier testimony 

4 that you began to feel that there was as of June 1994 

5 time pressure if you were to complete your review 

6 before the anticipated beginning of Senate hearings? 

7 A Yes. 

8 Q When did you learn that Senate hearings 

9 would begin in the last week of July? 

10 MR. WITTEN: House hearings. 

1 1 MR. CHERTOFF: Congressional hearings. 

12 THE WITNESS: Well, I cannot pinpoint 

13 that. There were -- both committees were preparing 

14 for hearings. The dates may have shifted around. 

15 But we certainly knew reasonably early in July the 

16 dates that had finally been set. The two committees, 

17 as you may recall, had to collaborate with one 

18 another to set dates, since they were interviewing 

19 the very same witnesses. 

20 BY MR. CHERTOFF: 

21 Q In June of 1994, did you discuss with 

22 anybody that was working with you at the White House 
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on this internal review different ways in which you 
might speedily accomplish the fact development that 
you needed in order to complete your internal review? 

A Yes. 

Q Did you talk about different ways in which 
you might get information from witnesses? 

A Yes. 

Q Did you talk about how you would get 
information from Treasury witnesses? 

A Well, we discussed internally among 
ourselves a number of possibilities, such as 
interviews of Treasury witnesses, attending Treasury 
interviews of Treasury witnesses, and whenever it was 
that the plan of the Inspectors General to have 
depositions, whenever that occurred, that we could 
accomplish our task if we had access to those 
depositions. 

Q In June of — 

A But we need not then attend the actual 
depositions themselves or interviews themselves. 

Q In June of 1994, did you ask Ms. Sherburne 
or Ms. Cheston or anyone else working for you to 
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ascertain how the Treasury Department was going to 
conduct its fact development from its witnesses? 

MR. SACHS: Before you answer, Lloyd, are 
you limiting the question to June of ’94? 

MR. CHERTOFF: As of June of ’94. 

BY MR. CHERTOFF: 

Q As of June of 1994, had either you yourself 
or someone working at your direction contacted 
anybody at Treasury to find out how they were going 
to be developing facts from Treasury and RTC 
witnesses? 

A Yes. Ms. Sherburne, and I believe 
Ms. Cheston, were having conversations of that kind 
with Mr. Knight, members of Mr. Knight’s staff and 
others, who as the Inspectors General came on board, 
others who were working with or for the Inspectors 
General. 

(Witness conferred with counsel.) 

BY MR. CHERTOFF: 

Q Was there something you wanted to amplify? 

A I’m not sure I made clear, 1 did refer to 
it once, but we had received Mr. Fiske’s permission a 
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1 month or two earlier, 1 believe in May, or just 

2 before May, to look at the Treasury documents which 

3 the Treasury had supplied to Mr. Fiske on this 

4 subject and to offer to the Treasury our documents 

5 which we had supplied to Mr. Fiske on this subject. 

6 Those arrangements were recorded in 

7 writing, and I also recall that in our letter asking 

8 to see the Treasury documents, we made clear we did 

9 not wish to see any documents relating to the 

10 substance of the Madison Guaranty matters or the 

1 1 criminal referrals. 

12 Q Why was that? Why didn’t you want to see 

13 any documents relating to the substance of the 

14 Madison matters or the criminal referrals? 

15 A Because this was a criminal referral which 

16 by that time had given rise to a debate as to its 

17 confidentiality, and there were discussions, as you 

18 know, debates, as you know, as to whether it was 

19 proper for anyone in the White House to know those 

20 details. 

21 Q So is it fair to say that in your own mind 

22 you were sensitive to making sure that in the course 
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1 of this review you didn’t gain hold of the 

2 confidential information which was in fact the 

3 subject of what you were reviewing? 

4 A The substance of that information, yes. 

5 Q Let me ask you, in June of -- 

6 A I’m sorry. That’s not quite right. When 

7 you say that we were reviewing, we were not reviewing 

8 the substance of the Madison Guaranty referrals. We 

9 were reviewing the contacts between the Treasury 

10 officials and the White House officials relating to 

1 1 the fact that there had been referrals and press 

12 inquiries. 

13 Q And you understood that the reason the 

14 contacts were being reviewed was because of the 

15 concern or the allegation that confidential 

16 information about the referrals had been transmitted 

17 to the White House? 

18 A That was certainly one of the charges that 

19 appeared in the press, yes. When you say "the 

20 reason," I don’t think that is correct. 

21 Q So, given that that was at least one of the 

22 reasons that contacts were being looked at, is it 
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fair to say that you understood that it was important 
that in conducting your own review you not in fact 
cause further confidential information to be passed 
from RTC to the White House? 

A Correct. 

0 Now, did you and Ms. Sherburne meet with 
Stephen Potts in the second week of June 1994? 

A I believe it was the third week of June 
1994. But we met with a number of officials of the 
OGE, including Mr. Potts. 

Q And you attended that meeting? 

A Yes. 

Q And Ms. Sherburne attended the meeting? 

A Yes. 

Q Did she prepare talking points for the 
meeting? 

A For the OGE meeting? I don’t recall 
specifically, but she may well have. 

Q Let me show you S 6867 and 6868 for 
identification and ask you if you recognize these. 

(Witness examined the document.) 

A Yes. 
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Q Did you see these talking points before 
your meeting with Mr. Potts? 

A I imagine I did, yes. 

Q Was it your practice to work from talking 
points in having a meeting like this? 

A It would depend. I would not necessarily 
have the talking points in front of me. 

Q Now, the meeting itself, did the meeting — 
let me ask you first, do you remember exactly when 
the meeting with Mr. Potts occurred? 

A No. But I keep records. It would appear 
in my diaries. My recollection, from preparing 
myself for this interview, was it was more like June 
21st than the second week of June, but I may be 
wrong. 

Q Let me clarify. S 6899, for 
identification, is that a copy of your diary for June 
20th, Monday? 

A Yes. 

Q And is that the meeting in which you had 
the discussion for which you had prepared through the 
talking points 6867 and 6868? 
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1 A That’s the meeting 1 had for which these 

2 talking points were prepared, presumably by Jane or 

3 Sheila or both. 

4 Q Would you agree with me — and if you have 

5 difficulty, I can show you the page itself - would 

6 you agree with me that at least as of June 20th, if 

7 not as of June 10th, when the talking points were 

8 prepared, you were aware that the Inspectors General 

9 had been asked to conduct factfinding that would be 

10 reported to OGE on which OGE would rely? 

11 A Yes. 

12 Q Did you discuss in your meeting with 

13 Mr. Potts and others from OGE whether you could gain 

14 access to that factfinding information from the 

15 Inspectors General for purposes of your own review? 

16 A I do not recall whether we discussed that 

17 with them. This was a subject that we were 

18 discussing with the Treasury. 

19 Q With whom at Treasury was this being 

20 discussed as of mid-June? 

21 A Once again, I can’t be precise as to 

22 dates. But if the arrangements for the Inspectors 
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1 General to do the depositions had already been made 

2 by that time, my discussions were with Secretary 

3 Bentsen and Edward Knight. 

4 Q Did you have a conversation with Secretary 

5 Bentsen before your meeting with Mr. Potts on the 

6 20th of June concerning how you would get information 

7 from the Inspectors General? 

8 A I had conversations with Secretary Bentsen 

9 in May and I think early in June about the need for 

10 collaboration to economize in time to meet our 

1 1 schedule and the need to exchange information and the 

12 various methods which that might be done. 

13 Q When was the first time you had such a 

14 conversation with Secretary Bentsen? 

15 A Once again, my telephone records would 

16 show, but it was probably in about this time in June 

17 or perhaps a little bit before. We had had previous 

18 conversations in May, as I mentioned, about 

19 collaboration on the exchange of documents. 

20 Q I want to be sure I’m clear. The 

21 conversations in May had to do with collaboration on 

22 exchange of documents? 
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A I believe so. That’s my recollection. 

Q What do you mean by "collaboration on 
exchange of documents"? 

A Mr. Fiske, even though he had not yet 
completed his investigation or his report, had 
cleared us and the Treasury to exchange documents 
with one another. And it was a matter of identifying 
documents and exchanging letters establishing the 
ground rules for that exchange. 

Q And was it in June that the issue of, as 
you say, collaborating on the witness interview 
portion or witness deposition portion of these 
investigations came up between you and Mr. Bentsen? 

A I think so. 

Q How did it come up? Who brought it up? 

A I brought it up. 

Q Did you bring it up in a phone conversation 
or in a meeting? 

A 1 had one luncheon meeting with 
Mr. Bentsen, which is about the time of approximately 
June 20th or 21st, and I had four or five telephone 
conversations with him. In addition, he was a 
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frequent attendant at White House meetings, some of 
which I was also present on other subjects, and we 
probably had a few conversations in the White House 
corridors or in intervals during those meetings. 

Q Let me show you S 7844 and ask you if this 
is a page from your calendar that indicates you in 
fact had a luncheon meeting with Mr. Bentsen on June 
21st. 

A That’s correct. 

Q This was the day after you had your 
discussion with Mr. Potts? 

A Right. 

Q And was the purpose of this lunch 
specifically to discuss the investigation that was 
going to be conducted by OGE and the investigation 
that you wanted to conduct? 

A Yes. 

Q Now, did you prepare -- how did you prepare 
for that lunch? 

A I believe talking points were prepared for 
me on that meeting as well. 

Q Did you direct -- who prepared the talking 
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1 points? 

2 A It had for be either Ms. Sherburne or 

3 Ms. Cheston or both. 

4 Q Did you direct either of them to prepare 

5 for specific issues you wanted to raise with the 

6 Secretary? 

7 A I don’t recall. Remember, we were meeting 

8 every day, Ms. Sherburne, Cheston and 1, and they had 

9 a very good idea — we each had a good idea of what 

10 we wanted. The fact is, there was hardly any 

1 1 discussion of the subject at that lunch. 

12 Q What was discussed at the lunch? 

13 A That was the day or the day immediately 

14 after the dollar had its big fall. Mr. Summers, 

15 Larry Summers, who I think was then Undersecretary of 

16 the Treasury, came in to impart some news to 

17 Mr. Bentsen about the big fall. 

18 He was obviously much more interested in 

19 that subject than any other subject, and he was 

20 invited by Secretary Bentsen to stay for the lunch, 

21 and the discussion during lunch was at least 90 or 95 

22 percent about the dollar or what should do, whether 
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1 the U.S. should or should not intervene in the 

2 markets. 

3 Q Before or after Mr. Summers appeared or 

4 during Mr. Summers’ presence at the lunch, was there 

5 some discussion concerning how this would be handled? 

6 A Yes, there was a brief discussion. 

7 Q Did you raise the issue, first of all, of 

8 getting information from Treasury witnesses? 

9 A Well, it was -- that was a subject that we 

10 had discussed previously, and 1 believe it is in the 

1 1 talking points, and the chances are, I did bring it 

12 up, yes. But 1 have no specific recollection of how 

13 much of what I wanted to take up at that meeting we 

14 actually did take up. 

15 Q Well, to the extent you can recall any 

16 discussion about it, did you ask Mr. Bentsen about 

17 collaborating and getting the information gained by 

18 the Inspectors General from Treasury witnesses, 

19 having that furnished to the White House? 

20 MR. WITTEN: At that lunch? 

21 MR. CHERTOFF: At that lunch. 

22 THE WITNESS: I believe either before 
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Mr. Summers came in or at the very end of the lunch, 
yes. 

BY MR. CHERTOFF: 

Q What did the Secretary say? 

A He agreed in principle with the idea that 
we should share and collaborate, and I believe it was 
left that 1 would work it out with Mr. Knight, his 
special assistant, or that Jane and Sheila would work 
it out with Mr. Knight or other people in the 
Treasury. 

Q When you say collaborate, was it your 
suggestion that there actually be a joint 
investigation by your staff and the Inspectors 
General of these matters? 

A No, but that there would be a division of 
labor on interviews, making people available, and 
that we would have -- for the people we did not 
interview, we would have the benefit of the Treasury 
transcripts or whatever other kind of factfinding 
report the Treasury people had. 

Q Was it your desire to have the work product 
of the Inspectors General only for those witnesses 
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that you were not going to interview yourselves? 

A It is not work product. It is a 
deposition. 

Q Was it your desire to have -- did you know 
at this point in time there were going to be 
depositions? 

A 1 must have known, based on these talking 
points. 

Q Was it your desire to have the depositions 
from the Inspectors General only with respect to 
those witnesses that you and your staff were not 
going to interview? 

A l think we wanted to see all of them. In 
the end, we actually interviewed only Mr. Altman and 
Mr. Steiner. We spoke to Ms. Hanson’s attorney. 

Q You knew as of June 21st certainly that you 
were going to interview White House personnel for 
purposes of your review; correct? 

A Yes. 

Q As of June 21st, did you know or believe 
that the Treasury and RTC Inspectors General were 
going to depose White House witnesses? 
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A We offered them — they asked if they could 
depose White House witnesses, and we agreed to that. 

Q As of June 21st, did you want to have the 
depositions of those White House witnesses furnished 
to the White House? 

A You state your questions as of June 21st. 

I find it very hard to deal with that. Certainly 
that is what we wanted. Since 1 had to make a 
report, we had to be sure that what the White House 
witnesses had said to us was consistent with what 
they said to other people, in particular, what they 
said to the Treasury people. 

1 had to reflect — at least I felt the 
need to reflect in my report any differences in 
testimony that existed, either inconsistencies in 
what one or more White House personnel had said or 
inconsistencies between what they said and what 
Treasury personnel had said. 

Q So, it was part of your - is it fair to 
say that it was part of your purpose going into this, 
even before the actual -- 

MR. SACHS: Into? 


BY MR. CHERTOFF: 

Q Into this investigation. Even before the 
actual process of factfinding began to be able to 
have access to what White House witnesses were 
telling Treasury, so you could compare that with what 
they were telling you? 

A In part. To be sure that the facts as I 
was going to report them were as accurate as I could 
make them. 

Q 1 want to direct your attention to one of 
the pages of the talking points, S 7387, where it 
says "internal review." There is a paragraph — I 
will show this to you, but 1 will also read it to 
you. 

It says "We understand Ellen Kulka has 
raised an objection to White House review of Treasury 
documents out of a concern that those documents 
include what she considers to be RTC documents. 
Kulka’s staff reviewed Treasury documents in 
anticipation of the White House review and raised 
limited objections which were honored. We were not 
permitted to review anything relating to the 
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1 underlying RTC investigation or anything RTC 

2 considered privileged. Status of Treasury response 

3 to Kulka objection?" 

4 1 show it to you and I want to ask you what 

5 your understanding was of this element of the talking 

6 points. 

7 A My understanding was that the issue under 

8 discussion here was not whether we would have access 

9 to RTC-generated documents, which we weren’t 

10 interested in, but whether we would have access to 

11 Treasury-generated documents that may have contained 

12 references to information Treasury people had learned 

13 from the RTC. 

14 That was Ms. Kulka’s problem, and some of 

15 her objections had been honored, but there must have 

16 been some still pending. We were not aware of what 

17 they were. 

18 The last bullet, as 1 understood it, was 

19 simply to inquire as to were we going to get these 

20 Treasury documents which Ms. Kulka thought might have 

21 references to RTC information contained within them. 

22 1 believe it was sim plv a status request. 
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1 MR. SACHS: Excuse me, Michael. Can 1 see 

2 the rest of the document? 

3 MR. CHERTOFF: I’m afraid all I have are 

4 these portions. I don’t know if counsel has any more 

5 pages. 

6 MR. SACHS: Okay. 

7 THE WITNESS: 1 remember -- 

8 MR. KRAV1TZ: I have 7388. 

9 THE WITNESS: We previously made clear with 

10 respect to the review — this is all about Treasury 

1 1 documents. We had previously made clear in 

12 Mr. Klein’s letter to I think Mr. Knight that while 

13 we wanted to see the Treasury documents, as Mr. Fiske 

14 had permitted us to do, we did not wish to see 

1 5 anything relating to the substance of the Madison 

16 Guaranty matter. 

17 BY MR. CHERTOFF: 

18 Q What was the resolution of this question 

19 you asked to Secretary Bentsen? 

20 A Well, remember this is a talking point. 

21 Remember that the meeting was 90-95 percent on the 

22 dollar. And the chances are very high 1 never did 
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ask this question to Secretary Bentsen. 

MR. CHERTOFF: Mr. Sachs, for completeness, 
here is the last page. 

BY MR. CHERTOFF: 

Q Sir, your recollection, Mr. Cutler, is that 
this particular issue involving Ms. Kulka’s 
objections did not come up during the course of the 
meeting? 

A I do not believe so. 

Q Either at the meeting on the 21st or 
afterwards in the period before you actually began 
your internal review, when you had phone calls with 
Mr. Bentsen, did Mr. Bentsen agree with you to 
furnish transcripts of the Inspectors General 
depositions for purposes of your use in your internal 
review? 

A Well, my recollection is that an agreement 
had been reached either at his direction or with his 
approval and reached at the Ed Knight level that we 
would make our witnesses available, as had been 
requested 1 think by Mr. Cesca, and that we would see 
the transcripts of the testimony taken by the 
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Treasury Inspectors General of not only our own 
witnesses but of the Treasury witnesses as well. 

My conversations with Mr. Bentsen after 
that were to express concern that we had not yet 
received the transcripts. 

Q So, your testimony is that as of the time 
you began the process of your own internal 
investigation at the beginning of July, you 
understood there was an agreement that you would be 
getting all the transcripts of all the Inspectors 
General depositions? 

A That is correct. 

Q Was it your understanding that that was — 

A Our main interest, of course, was in the 
depositions of the Treasury people and our own 
people, of course. There were hardly any contacts 
with RTC people. 

Q Did you restrict yourself in terms of the 
transcripts you asked for or did you ask for all the 
transcripts? 

A No, except in the sense that we had said 
earlier we did not wish to see anything relating to 
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1 the substance of the Madison Guaranty matter. 

2 Q Did you say that with respect to the 

3 depositions as well as the documents? 

4 A 1 don’t actually know. That is reported in 

5 the letter from Mr. Klein to Mr. Knight written in 

6 May. 

7 Q Again, focusing yourself in the period as 

8 of the time the actual internal review began -- 1 

9 want to make sure I’m clear on this - as of that 

10 point in time, it was your understanding that 

1 1 Treasury had committed to furnish the White House 

12 with all the transcripts of the depositions conducted 

13 by the Inspectors General with respect to every 

14 witness? 

15 A Not as of the time the internal review 

16 began, because the internal review began with an 

17 exchange of documents a month or two earlier. 

18 Q Let me say as of July 1, then, when 

19 Mr. Fiske - 

20 A As of July 1, yes, without being pinned 

21 down to the precise date. 

22 O I want to pin it down in this sense. On 
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1 July 1, you understood that the White House had the 

2 green light from Mr. Fiske to conduct its 

3 interviewing; correct? 

4 A Yes. 

5 Q And as of that point, was it your 

6 understanding that you had a commitment from the 

7 Treasury Department to furnish the White House, you 

8 and your staff, with transcripts of all of the 

9 depositions taken by the Inspectors General of every 

10 witness? 

11 A I cannot answer that question precisely. 

12 We had had discussions about receiving transcripts, 

13 but the actual details were probably worked out by 

14 Ms. Sherburne and Ms. Cheston with Mr. Knight and 

15 whoever Mr. Knight made available. 

16 Q But as of July 1, did you understand you 

17 were to receive all the transcripts? 

18 A I cannot be precise as to whether it was as 

19 of July 1 or as of July 5th, but it was about that 

20 time. 

21 Q And going into your internal review and in 

22 deciding the format in which you would conduct your 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7111 


47 

own factfinding, did you rely upon the fact that you 
would be getting transcripts of the Treasury witness 
depositions and the RTC witness depositions in 
designing your own investigation? 

A Certainly of the Treasury depositions. 1 
did not myself have RTC witnesses in mind, as they 
were not a big thing in my mind. 

Q So that in designing your own - 

A I believe the only White House-Treasury 
contacts involving the RTC were the press meetings. 

Q In designing your own investigative plan, 
therefore, at the beginning of July, did you rely on 
expectations concerning getting the transcripts from 
the Inspectors General investigation? 

A Yes. 

Q As of the beginning of July, did you have a 
concept of the time frame within which you would 
receive those transcripts? 

A Yes. I believe we expected to receive them 
as soon as they had been — as soon as the interviews 
had been completed, the transcripts had been prepared 
and had been verified. 
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Q So that your understanding was that you 
would get the transcripts on a rolling basis? 

A Yes. 

Q From whom did you get that understanding at 
Treasury? 

A 1 believe we had that understanding from a 
combination of my talks with the Secretary and 
Mr. Knight. It may have been also there was such an 
understanding at a lower level. 

Q Did Mr. Bentsen indicate to you as of this 
point in time, let’s say as of the time you were 
beginning your own investigation, that he was going 
to place any restriction on your use of these 
depositions? 

A We had some general conversations about the 
need to manage what I called our collaboration or 
cooperation in a way that would appropriate to the 
public and to the investigating committees, general 
discussion about that. We also, I might add, toward 
the end of June, I think, I had a press briefing in 
which I made very clear that we were going to 
collaborate in this manner. 
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1 Q And your discussions with Mr. Bentsen were 

2 specific to the issue of the need to handle the 

3 transcripts in a way that would satisfy public 

4 concern and committee concern about the way these 

5 investigations were being handled? 

6 A To handle the collaboration in that manner, 

7 yes. Whether I got into details with Mr. Bentsen 

8 about particular transcripts or when we would receive 

9 particular transcripts, 1 don’t know. That is 

10 unlikely because he did not immerse himself in this 

1 1 sort of detail. 

12 Q Did anybody from Treasury talk to you 

13 personally about any restrictions being placed on 

14 your use of the transcripts at the point in time you 

15 were beginning to go forward with your interviewing 

16 process, the beginning of July? 

17 A My recollection is I had discussions with 

18 Mr. Knight about the timing of when we would receive 

19 the transcripts in which he indicated to me that 

20 there were some objections from within the Treasury 

21 at lower levels as to delivering us the transcripts 

22 on a seriatim basis. 

“ 50 

1 Q When did you have that conversation? 

2 A I cannot be certain, but 1 had a number of 

3 conversations with Mr. Knight throughout July. 

4 Q What did he tell you were the objections? 

5 A Once again, I think in our conversations, 

6 it was fairly general. It was the issue of whether 

7 before the completion of an Inspector General 

8 investigation, it would be appropriate for any of the 

9 transcripts to be shown to anybody. 

10 Q What was your response to Mr. Knight? 

1 1 A That we had to go forward, we were caught 

12 in the bind was schedule dates of the House and 

13 Senate hearings, we had to complete our investigation 

14 and make a report before then and we had to have some 

15 sort of access in order to accomplish our particular 

16 mission. 

17 Q Did Mr. Knight indicate to you that the 

18 objections were coming from the Inspectors General? 

19 A I am not certain, but he may have. 

20 Q Did you discuss with the Office of 

21 Government Ethics for whom these Inspectors General 

22 depositions were ultimately being prepared, whether 
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they had a view about whether you ought to be getting 
copies of the transcripts? 

A 1 do not recall myself having such a 
discussion. 

Q Do you know anybody else from the White 
House who did? 

A I don’t know. 

Q Did it occur to you either to have that 
discussion or direct someone to have that discussion 
with OGE? 

A No. I thought that was a matter between 
the Treasury and ourselves. 

Q Was it your understanding that the 
Inspectors General were conducting their 
investigation under the supervision of the Treasury 
Secretary or under the supervision of the Office of 
Government Ethics? 

A Well, 1 think there are ambiguities in what 
the Secretary has said or what Treasury officials 
have written in correspondence with the committee. 

But it was always my understanding that the 
Secretary first asked OGE to do the investigation, 
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and when OGE said it could not do the factfinding 
part, that somehow or other between the Secretary and 
OGE it was agreed that the Inspectors General would 
be asked or directed by the Secretary, who had 
authority over them, to do the factual 
investigation. 

Q You made reference to ambiguities in the 
testimony or in submissions to Congress. What 
ambiguities are you referring to? 

A On the precise issue of whether it was OGE 
that made the decision to have the Inspectors General 
do this or whether it was the Secretary who made that 
decision after receiving the suggestion from OGE. 

Q Putting that to one side, was it your 
understanding that the Inspectors General were 
actually being supervised in their investigation by 
the Treasury Secretary or his designees? 

A Well, 1 don’t know what you mean by 
"supervised." Obviously Inspectors General have a 
statutory independence to some extent, even from the 
Secretary of the department. But usually they report 
to the Secretary. 
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1 99.9 percent of their investigations relate 

2 to personnel other than the Secretary, and they 

3 inform the Secretary what they are doing. That’s my 

4 understanding the way the Inspector General system 

5 works. 

6 Q In this case, though, from your 

7 conversations with Mr. Bentsen or with Mr. Knight or 

8 anybody on their staffs, did you have the impression 

9 that the Secretary or his subordinates in Treasury 

10 were going to be playing a role in actually 

1 1 supervising the Inspectors General in conducting 

12 their investigation? 

13 A No. 

14 Q Was it your understanding that the 

15 Inspectors General were supposed to be producing 

16 their factfinding in order to support the opinion or 

17 the work of the Office of Government Ethics? 

18 A It was my understanding that they would do 

19 the factfinding and that the Office of Government 

20 Ethics would then give its opinion as to whether on 

21 the basis of those facts there had been any violation 

22 of ethical standards. 
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1 Q You understood that among the people whose 

2 conduct was being looked at were the general counsel 

3 of Treasury; correct? 

4 A Correct. 

5 Q The Deputy Secretary of the Treasury; 

6 correct? 

7 A Correct. 

8 Q Did you understand that as of, let’s say 

9 the beginning of your own work in July, that 

10 Mr. Bentsen himself would be a witness or had fact 

1 1 knowledge concerning either contacts or conversations 

12 about contacts with senior members of Treasury? 

13 A Well, it was my understanding that he might 

14 very well be a fact witness on some subjects, but no 

15 more than a witness. 

16 Q I beg your pardon? 

17 A No more than a witness. There was no 

1 8 question that I was aware of as to whether he had 

19 engaged in any improper contact between White House 

20 and Treasury officials, or had directed it. 

21 Q Did you at the beginning of July attend a 

22 meeting with the lawyers and the White House 
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personnel whom you were going to be interviewing or 
your staff was going to be interviewing as part of 
your internal review? 

A Yes. 

Q And what was the purpose -- 

A Once again, I’m not precisely sure of the 
date. 

Q What was the purpose of the meeting? 

A The purpose of the meeting -- since most if 
not all of the White House potential witnesses had 
private counsel, as we had advised them to do, the 
purpose was to meet with those counsel to let them 
know in general what our investigation plan would be, 
to invite their cooperation and to discuss with them 
such issues as whether if they agreed to let their 
clients be interviewed by us, what protection, if 
any, would be afforded to interview notes and such 
things. 

Q Did you discuss with these lawyers the 
issue of their appearances and testimony before the 
Inspectors General? 

A I think we said we had agreed that we would 
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make White House witnesses available, and we urged 
all of them to make their clients available for those 
interviews. Whether we got to the point of directing 
them to do so or not, I don’t know. But I was 
certainly prepared to direct them if necessary. 

Q By the way, was your agreement to make 
White House witnesses available to the Treasury and 
RTC Inspectors General part of a package in or an 
agreement in which they agreed to furnish the 
transcripts of interviews back to you, transcripts of 
depositions back to you? 

A Not in a quid pro quo sense or that we ever 
would have said if you don’t give us the transcripts, 
we won’t make the witnesses available. It was a 
suggested work plan in which we could do the most 
efficient and thorough job within this very narrow 
time frame that we both had available to us. 

Remember, all these people — I’m sure it 
is true of the Inspector General people as well as 
our own people — were working day and night 
intensely for a 30-day period, much as you must have 
been to prepare for these hearings. 
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Q At the kickoff meeting with the lawyers for 
these personnel, where the issue of getting 
transcripts came up, did you tell them — 

MR. SACHS: I haven’t heard such 
testimony. 

BY MR. CHERTOFF: 

Q At this meeting, at this kickoff meeting 
with the lawyers and the White House personnel 
concerning these investigations, did you tell the 
lawyers that the White House would be receiving 
transcripts of their Inspector General’s depositions? 

A 1 believe we did. 

Q Did you tell them you were going to be 
receiving it within approximately 24 hours after they 
were completed? 

A 1 believe there is a reference to 24 hours 
in the talking points, but 1 do not recall whether I 
said that or anyone else said that at the time. 

Q Was that your understanding what the 
arrangement was as of the time of this meeting? 

A It was our understanding we were going to 
receive these transcripts seriatim. It is possible 
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there may have been a misunderstanding, but that is 
certainly what we understood. 

Q Fm going to show you S 7392 through 94 and 
ask you if you recognize these as talking points 
prepared for you by Ms. Sherburne in anticipation of 
and for the use at the July I meeting. Page 7395 is 
part of that document as well. 

(Witness examined the document.) 

MR. SACHS: Before you answer that, 1 would 
ask to see the document. 

THE WITNESS: Yes. 

BY MR. CHERTOFF: 

Q Do you recognize these documents? 

A Yes. 

Q Did you work from these talking points 
during the course of the meeting? 

A 1 was certainly aware of them. That’s my 
handwriting in the upper right-hand comer. 

Q Where it says "WW hearings"? 

A Yes. 

Q So, as of the meeting on July 1st, it was 
your belief that you were going to have transcripts 
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of the Treasury witnesses’ depositions on a rolling 
seriatim basis? 

A That’s correct. 

Q That was pursuant to a request that you or 
members of your staff had made of people at Treasury? 

A Yes. 

MR. CHERTOFF: Let’s take a short break. 

(Recess.) 

MR. CHERTOFF: Back on the record. 

BY MR. CHERTOFF: 

Q As of the time of your meeting on July 1st 
with the lawyers for the White House witnesses, did 
you have an understanding that the transcripts you 
were going to be provided from Treasury would have 
restrictions placed upon their use by you? 

A I don’t think we did other than the general 
conversation I had with the Secretary and with 
Mr. Knight about handling the whole subject of 
cooperation in a manner that would satisfy people as 
perfectly appropriate. 

Q Did any of the lawyers present discuss 
their ability to have access to the depositions of 
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other witnesses that the White House would be 
receiving so that they could prepare their witnesses? 

A Not that 1 recall. 

Q I’m going to show you what has been marked 
as Exhibit 19737, a letter dated October 26, 1994 to 
J. William Codinha, special counsel of the Banking 
Committee, signed by Robert McNamara. If you take a 
look at it for a moment, then I have a couple 
questions to ask you about it. 

(Witness examined the document.) 

I’m going to put it before you again. I 
want to direct your attention to the second 
paragraph. 

A You mean the third paragraph. 

Q The third paragraph. You have anticipated 
probably what I’m going to ask about. 

MR. SACHS: It doesn’t take a genius, 

Michael. 

BY MR. CHERTOFF: 

Q The item is a question by Senator Shelby 
contained on page 7 1 of the transcript regarding the 
date on which former White House counsel Lloyd Cutler 
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1 asked for copies of the transcripts of interviews 

2 taken by the Treasury Inspector General. 

3 The answer to this question is the 

4 following: "Mr. Cutler’s request was first made on 

5 July 5, 1994 and renewed late in July." 

6 You would agree with me, Mr. Cutler, that 

7 the statement in the quotes is incorrect? 

8 A Well, there is certainly a discrepancy 

9 between that statement and our understanding as of 

10 July 1st as reflected in the notes for the July 1st 

1 1 meeting. 

12 Q You would agree with me that before July 

13 5th, you had asked for copies of the transcripts of 

14 interviews taken by the Treasury Inspector General? 

15 A No. When you say "you,” I take it you are 

16 meaning a collective you, I and my staff? 

17 Q You and those acting at your direction. 

18 A 1 would assume that must be so in light of 

19 the fact that those talking points were prepared for 

20 a meeting held on July 1st. 

21 On July 5th there was a meeting among 

22 Ms. Sherburne, I think Ms. Cheston and several 
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1 Treasury officials. That may be a reference to that 

2 meeting. 

3 Q I will ask you not to speculate about why 

4 someone else wrote something. 1 just want to make 

5 sure this is clear. 

6 Your understanding and recollection is that 

7 you or those acting at your direction had earlier 

8 than July 5th made a request for copies of the 

9 transcripts of the Inspectors General depositions or 

10 interviews; correct? 

11 A Yes. 

12 Q Now, did you see this letter before it was 

13 sent out by the Department of the Treasury? 

14 A I certainly have no such recollection. 

15 Q Did anybody from the department call you, 

16 or to your knowledge any member of your staff, and 

17 request that you give them any facts relating to when 

1 8 you first requested -- 

19 A I don’t recall receiving any call myself, 

20 and 1 have no knowledge of whether there was such a 

21 call from any member of the staff. 

22 Q Now, let me direct your attention to July 
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5th. You indicated an awareness of a meeting that 
took place on that date including members of your 
staff. When was the meeting? 

A What do you mean, when was the meeting? 

Q When during the day. 

A I have no idea. 

Q Where was it? 

A l don’t know the answer to that. I assume 
it was at the Treasury. 

Q Were you informed about it in advance? 

A I have no present recollection, but 1 was 
undoubtedly informed since l met day to day with 
Ms. Sherburne and Ms. Cheston. 1 must have known 
about it either just before or just after. 

Q What is your understanding of who attended 
the meeting and what transpired at the meeting? 

A I have no recollection of who attended the 
meeting, but 1 think it is in many, many documents 
available here. 

Q Would it refresh your memory if 1 told you 
the meeting included a representative of the RTC 
Inspector General and a representative of the 
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Treasury Inspector General? 

A I accept your statement, but it does not 
refresh my memory. 

Q Do you have any knowledge of what occurred 
at the meeting? 

A Only that it was a meeting about the 
arrangements for making our witnesses available and 
receiving transcripts. 

Q Did Ms. Sherburne report to you about what 
position the Treasury or the RTC was taking on the 
issue of providing transcripts? 

A 1 have no present recollection. I’m sure 
she did report to me, but I have no present 
recollection of the details. 

Q Would it refresh your memory if 1 suggested 
to you that the RTC Inspector General’s counsel at 
the meeting was opposed to providing the transcripts 
to the White House? 

MR. SACHS: By telling him that, does that 
cause him to remember that fact? 

MR. CHERTOFF: Correct. 

THE WITNESS: 1 think 1 earlier testified 1 
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became aware at some point that there were objections 
from one or more of the Inspectors General to 
providing transcripts. And it may have been what 1 
heard at the end of this meeting. 

BY MR. CHERTOFF: 

Q What was your reaction when you found out 
about those objections? 

A Well, again, I have no immediate 
recollection. We are talking about something that is 
over a year old. But 1 would probably have tried to 
get on the phone with Secretary Bentsen or 
Mr. Knight. 

Q Do you remember doing that? 

A 1 remember calling Mr. Knight on a number 
of occasions in this time period on the issue of when 
were we going to receive the transcripts. 

Q Did you discuss with Mr. Knight in any of 
these conversations the fact that you understood that 
at least the Inspector General of the RTC was raising 
objections? 

A 1 think Mr. Knight told me that. I think I 
have previously testified to that this morning. 
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Q What was your response? 

A My response -- I cannot recall it in 
detail, but I believe my response was we simply had 
to have the transcripts or be present at the 
interviews in order to do our own job. 

Q Did Mr. Knight indicate that he would 
furnish — have the transcripts furnished 
notwithstanding any objections from anybody else? 

A Once again, I don’t recall precisely what 
he said. 1 believe 1 urged that the transcripts 
should be furnished to us and that that was my 
understanding, that we would receive them. 

Q And he agreed with that? 

A Mr. Knight is a very cautious person. He 
may very well have said, I’m going to talk to the 
Secretary, or some such thing. 

Q Did there come a point in your ongoing 
series of conversations with him that he agreed with 
you that you were going to get the transcripts 
notwithstanding any objections? 

A Well, I don’t want to -- once again, 1 have 
no specific recollection that he had agreed with me. 
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He certainly said he was going to use his best 
efforts to get me the transcripts, yes. 

Q Do you remember calling Mr. Bentsen himself 
to urge the fact that you needed the transcripts in 
the early part of July? 

A I remember trying to reach Mr. Bentsen on 
that subject during July on at least two occasions. 

I believe I communicated to him on at least two 
occasions that we needed to have the transcripts and 
I thought we had an understanding we would receive 
them. 

Q What did he say to you? 

A My recollection is that he said he would 
get to work on it. 

Q I’m going to show you S 7845, which is a 
page from your calendar. It is dated July 6th, which 
would be the date after the meeting involving 
Ms. Sherburne that we talked about a couple moments 
ago. 

Does this indicate that at 1 1:30 you had a 
meeting with Mr. Knight and Mr. McNamara? 

A Well, it certainly indicates that it was on 
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the schedule, and 1 believe that meeting occurred. 

Q Do you remember the meeting? 

A I remember a discussion with Mr. Knight and 
Mr. McNamara on this subject, yes. 

Q When you say ’’this subject," you mean the 
subject of the transcripts? 

A Yes. 

Q Was it at this meeting? 

A I believe so. 

Q Did you call the meeting? 

A Well, I assume the meeting was the result 
of one of the phone calls I made to Mr. Knight. 

Q And do you also assume that it was a result 
of your having learned the day before that there were 
objections to getting the transcripts? 

A l believe so. 

Q Now, having looked at this S 7845, record 
of a July 6 meeting, what do you recall was the 
discussion that you had with Mr. Knight and 
Mr. McNamara at that time about getting the 
transcripts? 

A Once again, I have no immediate 
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recollection of the meeting or who said what at the 
meeting, but the general subject matter of the 
meeting was our need to get the transcripts and the 
fact that we thought we had an understanding to that 
effect. 

Q Do you remember if at the close of the 
meeting on July 6th you had a commitment 
notwithstanding any objections to get those 
transcripts from Treasury? 

A No, I don’t. 

Q Now, still during this time period of July, 
from the early part of July through the middle of 
July, did you have a conversation with Ms. Sherburne 
concerning a concern that the Inspectors General 
might complain about not getting cooperation from the 
White House? 

A No. I have no recollection of any 
complaint from the Treasury side that they were not 
getting cooperation. If you have anything to show me 
about it, I will be glad to look at it. 

Q I will read you — 

A If it relates to the day-to-day scheduling 

70 

of particular depositions, there might have been 
discussions about that because the White House 
witnesses, as you know, in addition to performing 
their normal White House duties, were also being 
interviewed on other fronts. 

Q I will read you from S 10443. I will read 
you the whole writing. It appears to be notes of 
Jane Sherburne, undated. "Meeting of IGs and 
Secretaries say can’t meet deadline because not 
getting cooperation from WH," White House. 

Does that ring a bell? 

MR. SACHS: Could he see it, please. 

(Witness examined the document.) 

THE WITNESS: Yes, that does ring a bell. 

BY MR. CHERTOFF: 

Q What bell does it ring? 

A It rings a bell relating to the scheduling 
of the witnesses, although in the July 1st meeting we 
had urged all the lawyers for the White House 
witnesses to make their clients available. 

There were scheduling problems that 
apparently developed relating to the schedule of the 
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lawyers or the witnesses so that in the case of some 
witnesses, their depositions were delayed. 1 don’t 
know if you have anything to refresh me, but 
certainly we would have at that point have strongly 
urged the counsel for all these witnesses to get 
their clients in for their depositions at the 
Treasury. 

Q Now, to your knowledge, did Ms. Sherburne 
have conversations with anybody at the Treasury 
concerning the way in which Treasury witnesses were 
going to be made available for the Treasury or RTC 
depositions? 

A Once again, I have no recollection. If you 
want to have anything that will refresh me, I would 
be glad to look at it. 

Q I will show you S 10444, another set of 
notes from the White House, I believe from Jane 
Sherburne. 

I want to direct your attention in 
particular to the middle of the page where it says 
"Bentsen deps," and then it says "confirmed 

accountable insist present private counsel protect 

12 

exec priv." 

See if that rings a bell. 

(Witness examined the document.) 

A Part of it I cannot read. What is the word 
next to "Bentsen”? 

Q "Confirmed." 

MR. SACHS: You are asking this witness to 
first read and then ~ are you asking him to 
understand what Sherburne’s notes mean? 

MR. CHERTOFF: I’m asking him whether — 

MR. SACHS: — reading these words does 
anything to his recollection about the question you 
asked? 

MR. CHERTOFF: Correct. 

MR. SACHS: The question was? 

BY MR. CHERTOFF: 

Q Whether there were any discussions on the 
part of Ms. Sherburne or anyone else working with 
Mr. Cutler with people from Treasury about how the 
Treasury witnesses ought to handle themselves in 
their depositions by Treasury or RTC Inspectors 
General personnel. 
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MR. WITTEN: Before you answer it, can I 
look at this, please. 

(Pause.) 

THE WITNESS: Simply looking at the note, 
the note first lists precise schedules for the eight 
White House witnesses who up to that point I guess 
had not yet had their depositions. And then 1 get 
nothing out of the following paragraph, "Bentsen 
confirmed accountable.” I don’t know what that means 
as to his testifying. 

The next word is ”deps.” 1 assume that 
means deputies. "Insist present private counsel 
protecting executive priv.” I don’t know whether 
that refers to Treasury witnesses either. 

We were certainly interested in having 
private counsel present in depositions because 
executive privilege is something that belongs to the 
President and we wanted to be able to instruct the 
private counsel in response to particular questions 
to raise an issue of executive privilege if we 
thought there was one. 

BY MR. CHERTOFF: 
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Q I want to ask you whether in the period in 
the middle of July a week or so after the meeting we 
discussed on July 6th with Mr. Knight and 
Mr. McNamara you had a continuing series of calls 
with Mr. Knight about getting the transcripts of the 
depositions from Treasury and the RTC over to the 
White House. 

A Certainly from Treasury. As I indicated to 
you, we were much less interested in RTC 
transcripts. 

Q When you asked for transcripts, you also 
wanted the transcripts of the White House witnesses 
who had been deposed by the Inspectors General? 

A Yes. 

Q During this period of time, did you make 
any arrangement with the lawyers for the White House 
witnesses to have them furnish their own copies of 
the deposition transcripts to the White House 
counsel’s office? 

A I don’t recall whether we did or not. I 
did not. 

Q Did you direct anybody else to? 
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A I don’t recall, but I don’t believe I did. 

Q Did you know that such depositions were 
being received from the White House witnesses? 

A I knew that each of the White House 
witnesses, all witnesses received a copy of their own 
deposition, and it would not surprise me if some of 
them made their depositions available. 

Q But you weren’t aware of it? 

A But I was not myself aware of it. 

Q Were you aware at least in some of the 
depositions we have seen that were taken by the IGs 
there was a specific request that the content of the 
depositions be kept confidential? 

MR. SACHS: Just a minute. That is not 
entirely full and fair, Michael. We saw the other 
night four or five depositions which had various 
kinds of requests. The ones that I remember best, 
perhaps not surprisingly, is an exemption from any 
confidentiality with respect to other 
investigations. 

MR. CHERTOFF: I think specifically what 
they said was that they weren’t trying to prevent 
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people from answering questions from other 
investigations. I don’t know that it was intended -- 

MR. KRAV1TZ: I don’t think that is 
accurate. My recollection of those transcripts is 
that they seek to make clear to the witness that they 
are to cooperate. They are encouraged to cooperate 
with other ongoing investigations and they don’t 
limit it to simply answering questions. They simply 
encourage the witness to cooperate with other ongoing 
investigations. 

MR. SACHS: I think the witness’s answer 
that I expect him to give will make it irrelevant. 

BY MR. CHERTOFF: 

Q The answer is? Were you aware of any 
restrictions on confidentiality in the Inspectors 
General depositions? 

A No, I was not. 

Q I want to now direct your attention — let 
me actually direct your attention to a number of 
documents, S 6957, 58, 59, 62 and 64, which appear to 
be phone lists from the Office of Special Counsel to 
the President dated July 15, July 18, July 19, July 
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21 and July 22. 

Are these phone lists that would have been 
generated by your office? 

(Witness examined the documents.) 

A Yes. 

Q And directing your attention in particular 
to the conversation on July 22nd, which I will 
represent to you was a Friday, did you have a 
conversation with Mr. Knight on that day at the 
request of Ms. Sherburne in order to force the issue 
of getting the transcripts? 

A Once again, I cannot be precise as to the 
dates. But in that week, we were getting more and 
more concerned that we would not receive the 
transcripts in time for me to complete my report and 
deliver it when 1 was scheduled to testify before the 
House on the 26th, which was the following Tuesday. 

I pursued that question with Mr. Knight, 
and I believe I was also trying to reach Secretary 
Bentsen at the same time. 

Q Did you reach Secretary Bentsen? 

A My recollection is that I did, but I have 
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no record of it. The call sheets that you see there 
are a record 1 have my secretary keep of all the 
calls I receive or make in the office. She is not 
there, obviously, over the weekend except when we are 
working, and on that Saturday, 1 was out of the 
city. I returned Sunday afternoon for the subsequent 
meeting. 

But I believe I tried to find Secretary 
Bentsen and I did speak to him, and he also may have 
been out of the city. 

Q What was the conversation you had with 
Secretary Bentsen? 

A Well, I said I believe I had a conversation 
with him as well. In the conversation with Secretary 
Knight, and if I had such a conversation with 
Secretary Bentsen, the one with him, 1 pressed the 
same point I testified to before, that we simply had 
to be in a position to verify what I was going to say 
in my report against the transcripts of what the 
Treasury witnesses were saying in their depositions, 
because we had foregone an opportunity to question 
those Treasury witnesses in reliance on our 
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understanding that we were going to receive the 
transcripts. 

Q In any of these conversations with 
Mr. Knight and Mr. Bentsen now up to the period of 
July 22nd, did any of them in these phone 
conversations lay down a condition that you would get 
the transcripts only if you agreed to restrict their 
use in a certain way? 

A Well, as you know, we received a letter to 
that effect the following day. 

Q Before the letter. 

A Whether in the conversations there was any 
discussion as to conditions, I personally don’t 
recall, but there may well have been, but it would 
have been quite general. 

Q You don’t recall, though, any specific 
discussion of a restriction on your use of the 
transcripts during your conversations with Mr. Knight 
about getting the transcripts or during your 
conversations, if any, about getting the transcripts 
with Mr. Bentsen? 

A I don’t remember a specific formulation of 
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a condition, no. 

Q Did you discuss with Ms. Sherburne also 
during this week the possibility of having her review 
the transcripts of these Treasury depositions in 
order to communicate to the Inspectors General 
whether she saw inconsistencies between her own 
interviews and these depositions? 

A Well, it may have happened. 1 don’t 
immediately recall it. But I do recall that in the 
OGE report, there is a reference at the very end to 
two contacts which are contained in my report that 
did not come to light in the Inspector General 
transcripts. 

Q Now, does that indicate to you that you had 
directed Ms. Sherburne to communicate with the 
Inspectors General about any discrepancies she saw 
between the depositions and her own interviews? 

A Not necessarily. But it illustrates the 
point that we needed to see what one another were 
doing in order to be sure that both reports were as 
accurate as we could make them. 

Q Your understanding is the Secretary agreed 
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with that view, that both investigations should 
involve disclosure back and forth so that both would 
understand what the other investigation had 
uncovered? 

A That’s what we had offered. Of course, 
since we never did get to see the Treasury 
transcripts until sometime on the 23rd, which was 
very close to the conclusion of the Inspector General 
investigation, 1 don’t know whether we ever 
communicated to them other than in the substance of 
my report what we had found. 

Q Putting aside the communication with them, 
though, your understanding was that the Secretary of 
the Treasury shared your view that both of these 
investigations should proceed collaboratively with 
each investigation getting the benefit of factfinding 
by the other? 

A That is correct, and that is in effect what 
I had announced publicly in a press briefing at the 
end of June. 

Q And that is your understanding from your 

conversations with Secretary Bentsen? 
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A That is my understanding. When you 
referred to my conversation with Secretary Bentsen, 
remember, I said I am not sure I had a conversation 
with him over that weekend. 1 said I had a 
conversation to that effect at a previous time. 

Q At some point, though, you had had 
conversations with Secretary Bentsen in which you and 
he agreed about this philosophy that we just 
discussed about how these investigations should 
proceed? 

A Yes. 

Q Let me just show you what has been marked 
as 6877 for identification, I believe a letter you 
alluded to a moment ago to Jane Sherburne from 
Stephen McHale. 

(Witness examined the document.) 

Mr. Cutler, when did you first see this 

letter? 

A I probably saw it — well, I was away on 
the 23rd. 1 did not return to Washington until the 
afternoon of the 24th, when we had a meeting with 
counsel for the — private counsel for the White 
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House witnesses. So, either I saw it the evening of 
the 24th or the morning of the 25th. 

Q What was your response when you saw the 
restriction listed in the second paragraph? 

MR. SACHS: Response to whom? 

MR. CHERTOFF: To anybody. 

BY MR. CHERTOFF: 

Q Did you communicate any feeling to anybody 
after you saw that second paragraph? 

A It did not trouble me for two reasons. The 
first was I thought we could live with that 
restriction in the event we were going to interview 
or prepare any of our witnesses after they would 
receive this thing, and second, I thought it was all 
academic because it was too late. It arrived too 
late. The transcripts arrived too late for us to use 
them in preparing or interviewing witnesses. 

Q Did you understand this restriction to 
prevent you only from actually giving physical copies 
of the transcripts or reading verbatim from the 
transcripts, or did you understand it to restrict you 
in terms of disclosing as well the content of the 
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transcripts or the summaries of the transcripts? 

A Well, I would read it reasonably broadly. 

It certainly covers delivering copies of transcripts 
or letting counsel for the individuals read the 
transcripts or reading verbatim large chunks of the 
transcripts. 

But what is in your head is in your head, 
and 1 did not construe it as deleting from our heads 
the knowledge of what we may have learned from the 
transcripts. 

Q You would agree with me, however, that the 
restriction would forbid, for example, passing on a 
summary of the transcript? 

MR. SACHS: A summary generated by the 
White House after reading? 

BY MR. CHERTOFF: 

Q A summary generated by the White House or a 
summary obtained from Treasury. 

A If we had not been authorized to release 
it, I think that is a fair statement. 

MR. CHERTOFF: I think we are prepared to 
take a lunch break in one second. This is probably a 
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good time to take lunch. 

THE WITNESS: When 1 said if we had not 
been authorized to release it, what 1 meant is if we 
had not been separately authorized to release it 
after receiving the McHale letter. 

BY MR. CHERTOFF: 

Q Before we break for lunch, do you recall 
receiving a separate authorization to release either 
the transcripts or summaries of the transcripts after 
the McHale letter? 

A 1 do not recall it as of that time, but 1 
have subsequently been informed we did receive such a 
release with respect to a particular summary. 

Q Putting aside — when you say subsequently 
informed, you mean informed by your attorneys in the 
last few months? 

A Yes. 

Q 1 don’t think your attorneys want you to 
get into what they told you. 

At the time were you aware, did anyone 
communicate to you — I mean July or August 1994 — 
were you aware, did anybody communicate to you that 
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there was a separate authorization to release either 
a transcript or a summary of the transcript? 

A No, and 1 was not aware of any such 
release. 

MR. CHERTOFF: Lunch. 

(Whereupon, at 1:05 p.m., the deposition 
was recessed, to be reconvened at 2:05 p.m. this same 
day.) 
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AFTERNOON SESSION (2:05 p.m.) 

Whereupon, 

LLOYD CUTLER 

resumed the stand and, having been previously duly 
sworn, was examined and testified further as follows: 

MR. CHERTOFF: Back on the record. 

EXAMINATION (Continued) 

BY MR. CHERTOFF: 

Q Mr. Cutler, before I proceed further, you 
had made mention earlier in the deposition about a 
press briefing that you gave to the press on June 
30th in which you indicated in some way you talked 
about coordinating your investigation with 
Mr. Cutler — 

A I don’t think I mentioned that. 

Q -- with Mr. Bentsen. I’m going to show you 
what has been marked as S 6871 through S 6878. It 
may be that what you are referring to is at page S 
6873 in the middle, which I will direct you to, but I 
don’t want to limit you. If there is anything else 
that you think is pertinent where you discuss this, 
bring it to my attention. 1 want to give it to you 
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and have you tell me what you were referring to when 
you talked about a discussion of collaborative 
investigations in your press conference. 

MR. SACHS: Before he begins, point to the 
place on 73 that you just referred to. 

MR. CHERTOFF: The middle of the page of 
the third page of the document. 

MR. SACHS: Okay. There it is. 

(Witness examined the document.) 

THE WITNESS: Do you have the preceding 

page? 

BY MR. CHERTOFF: 

Q Everything is in there, I believe. 

(Witness examined the document.) 

Mr. Cutler, have you had an opportunity to 
review the entirety of that exhibit? 

A Yes, 1 have. 

Q Please read into the record that portion or 
portions which you believe or to which you referred 
earlier in the deposition regarding the discussion of 
the collaborative effort. 

MR. SACHS: Let me put the pages in order 
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for you. 

THE WITNESS: The principal reference is on 
page 3. The question is "Are you now coordinating 
this review? Is the Treasury Department? And can 
you describe how that coordination will occur? 

"Mr. Cutler: I don’t want to speak for 
Secretary Bentsen, but as I think has been reported, 
he originally said he was going to ask the Office of 
Government Ethics to conduct a review. The Office of 
Government Ethics issues opinions on statements of 
facts but has no investigating capability of its 
own. As a result, Secretary Bentsen asked the Office 
of Inspector General of the Treasury Department to 
conduct a review of the facts. That is now in 
process and 1 assume at some point the Office of 
Government Ethics will rule on the set of facts found 
by the Inspector General. 

"And we will be doing something similar 
and we will be coordinating with the Treasury 
Inspector General with respect to interviews and 
exchanges of factual information on the Treasury side 
and the White House side." 
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And then, "Question: Will you be talking 
to people not now in the White House such as Bemie 
Nussbaum? 

"Mr. Cutler: No doubt, yes." 

Then there is a further reference on page 
77. On pages 75 and 76, there is a further 
discussion relating to the investigation of the 
contacts and how we were going to go about our review 
of the contacts. There is a discussion as to how 
many contacts there were, and I replied we don’t know 
yet but that we will know by the time the 
investigation is completed. 

BY MR. CHERTOFF: 

Q Now, is there any reference in this last 
passage you have made reference to to cooperating or 
collaborating with Treasury? 

A No. 

Q Is there anything else in the transcript of 
the press briefing apart from what you have read that 
relates to or discusses in your mind collaboration or 
cooperation with Treasury? 

A No. I think what 1 did read clearly 
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indicates that that’s how we intended to go about the 
investigation. 

Q Now, did there come a time that you 
received from Treasury - when 1 say "you," I mean 
you or your staff ~ actual either hard copy or disks 
containing computer files of summaries from Treasury 
of the depositions? 

A 1 know that — summaries of Treasury 
depositions? 

Q Yes. 

A 1 did not know at the time of the existence 
of summaries. 1 learned in the course of preparing 
for this interview that we had received a set of 
summaries. 

Q But you did not know that in July or August 
of 1994? 

A No. 

Q Now, you said you came back on Sunday, July 
24th for a meeting in the evening with counsel. When 
did that — what was the purpose of that meeting? 

A The purpose of that meeting was to fulfill 
the commitment we had made in the earlier beginning - 

92" 

of July meeting with counsel that when we reached the 
final stages of preparing our report, we would let 
private counsel for the individual witnesses look at 
it and make comments to us if they thought we were 
incorrect in some of the factual statements relating 
to their clients or the conclusions we had reached. 

Q And the manner in which you conducted — 
how did you go about collecting these comments? 

A Well, my recollection is we allowed them to 
read a draft on Sunday night, and among us we took 
comments from the individuals. I do not recall that 
we made any particular changes as a result. 

Q When you say you allowed them to read a 
draft, a draft of what? 

A A draft of my report and the chronology 
attached to my report. 

Q And the chronology was a compilation of all 
of the information that had been collected through 
your internal review up until the time of that 
meeting on Sunday? 

A Well, it wasn’t everything we had learned. 

It was everything pertinent that we had learned that 
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we thought was material enough to go into the 
report. 

Q Do you recall whether there were particular 
episodes that you were examining as to which there 
were differences of recollection or inconsistencies 
of testimony or inconsistencies of interviews? 

A The report and the chronology refer to 
several differences of recollection among witnesses. 

Q So, those differences of opinion or 
differences of recollection were set forth in the 
report and the chronology? 

A Yes. It wasn’t always A says this, B says 
that. Sometimes it was simply a statement that while 
recollections differ, this is apparently what 
happened or some people recall such-and-such and 
other people recall such-and-so. 

Q Which lawyers attended this? 

A Which lawyers? 

Q Yes. 

A I do not recall, but I believe we invited 
the lawyers for all the White House witnesses and 
that all of them attended. 1 am not certain of 
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that. 

Q Did you invite the lawyers for the Treasury 
witnesses? 

A 1 do not recall doing that. 

Q And in the meeting, were all the lawyers 
given the same document, same chronology and draft 
report? 

A Once again, I do not precisely recall, but 
they must all have been given the same document. 

Q Where did the meeting take place? 

A I think it was in the room adjoining the 
Indian treaty room in the EOB. I know that’s where 
the first meeting was held. I think the second 
meeting was in the same area. 

Q Was there discussion during the meeting of 
the report? During the meeting was there a 
discussion of the report? 

A Not that I recall in particular. We were 
soliciting their comments, and among us we received 
some comments. 

Q In what manner did you solicit the comments 
and receive them? 
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A Simply to say if they saw anything in the 
report that they thought incorrectly described either 
the facts relating to their clients or our judgment 
about those facts, they should let us know. 

Q And did they then sit there and read the 
reports? 

A That is my recollection. 

Q Did you observe lawyers for different 
clients talking among themselves? 

A Well, Tin not sure I stayed during the 
period when they were reading the reports. 

Q How long was the process of them reviewing 
the reports? 

A l don’t recall that, either. 

Q Can you give us a general sense? Was it 
more than an hour? 

A I would assume it went on more than an 
hour, yes. 

Q Were there any restrictions placed in terms 
of taking notes? 

A I don’t believe so. We asked them to 

preserve the confidentiality of what was in the 
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report, yes. 

Q And who took comments? 

A 1 believe Ms. Sherburne was there. I 
believe Ms. Cheston was there. 

Q Do you know the manner in which they 
actually received the comments? 

A No, I don’t. 

Q Were the comments in writing? 

A I doubt it. There may have been subsequent 
comments in the course of the next day, but we 
finalized the report on the following day and night. 

Q Before you held this meeting, did you 
consider, either yourself or in combination with your 
associates on the matter, whether it was advisable to 
share this draft report with the lawyers for these 
witnesses in advance of their appearances before the 
House and the Senate? 

A Well, we knew that before the witnesses 
appeared before the House and the Senate they were 
going to see all of the transcripts in any event. 

Q All of the RTC and Treasury transcripts? 

A All of the Treasury transcripts was my 
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understanding. 

Q How did you get that understanding? 

A Number one, it happened. Number two, the 
letter from Mr. McHale, it spoke about when the 
conditions will be released, and the Treasury itself 
reported they released the conditions either on the 
Tuesday or Wednesday. 

Q Tuesday or Wednesday of what? 

A Of the following week, which would have 
been the 26th or 27th. 

Q But the 24th was in advance of that? 

A Yes. 

Q As of the 24th or days preceding the 24th 
when you were planning the meeting, did you have a 
knowledge of when the transcripts were going to be 
released? 

A We did not have precise knowledge, but we 
knew it would happen very shortly. We were not 
communicating the substance of any transcript. We 
were communicating my report. 

1 was allowed by the McHale letter to use 
the transcripts for purposes of doing my report, and 
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what we showed to these lawyers was to give them a 
fair opportunity to be heard on anything in the 
report that they believed was incorrect relating to 
their clients. 

I just don’t see how that is any more 
subject to criticism than your preparing a report and 
showing it to your Senators or an independent counsel 
preparing a report which is then made available to 
all of the subjects of the investigation for comment 
before it is released to the public. 

Q With due respect, the report we prepare for 
the Senate, the senators themselves are not the 
people being investigated as witnesses. The question 
here isn’t whether it was appropriate to show the 
report to the President before it was released or 
show some uninvolved person. The question is showing 
the report to the individuals who were going to be 
witnesses testifying. 

A You had already interrogated all of these 
people. 

Q 1 don’t want to argue with you in the 
deposition, Mr. Cutler. What 1 want to ascertain is. 
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did you consider whether you thought it was advisable 
to show the lawyer for each witness what everybody 
had said to the extent it was set forth in the 
report? 

A All we showed them was my report. 

Q Which contained within it the distillation 
of evidence collected from all the witnesses with 
pertinent information? 

A All of them had testified many times; they 
all had lawyers. The lawyers had undoubtedly talked 
to one another. There was nothing they could do to 
change their testimony without risking a perjury 
charge. I see absolutely nothing wrong with it, and 
I see everything right about the White House counsel 
in the course of preparing a report as to the conduct 
of White House employees to give those White House 
employees through their counsel an opportunity to 
comment. 

Q Was the issue allowing witnesses to comment 
upon your description of their own testimony, or was 
the issue allowing them to comment on the overall 
report? Which was the -- what were you trying — 
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which were you trying to achieve? 

A 1 was trying to give each of them a fair 
opportunity to comment on material relating to each 
client, their own particular client. I see that they 
not only had to see what we said in the report about 
what their client had said but what was said in the 
report as to what other witnesses had said that might 
be in conflict with what their client had said. 

Q Did you give thought to the fact that this 
was occurring before any of these witnesses had 
testified either in the House hearings or in the 
Senate hearings? 

A Mr. Chertoff, 1 was the first witness. I 
was to present my report. I could not present a 
report as to which 1 had satisfied myself that l had 
all the facts correctly stated and had given the 
persons involved an opportunity to comment on my 
facts unless 1 showed them a draft of the report 
under a pledge of confidentiality before the hearings 
began. 

Q Was the purpose of preparing the report to 
report to the President so that he could take any 
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action deemed appropriate with respect to members of 
his staff, or was the purpose of the report to 
prepare you to testify before Congress? 

A The purpose of the report was to both. 1 
was to make a report to the President and recommend 
actions to him, and that was immediately to become 
public, and because of the schedule and the House 
committee having invited me to be the first witness, 
it had to be before the 26th of July or by the 26th 
of July. 

Q When did you actually furnish your report 
to the President? 

A I showed a draft of the report to the 
President, 1 believe it must have been on the 25th, 
because we didn’t finish until the 25th. It might 
have been a day or two earlier, but l believe it was 
on the 25th. 

Q So the President only got the report of 
this internal review, is it fair to say, less than 24 
hours before you presented it to Congress? 

A Yes. Our report was being edited, 

modified, expanded, contracted virtually on a 24-hour 
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basis a day, certainly from the 22nd right through 
the time 1 presented it. 

Q Did you consider in terms of your 
preparation of the report whether the President 
should be given the opportunity to act on the report 
and take any steps that were required in advance of 
your testifying before Congress? 

A l did not think that was practicable. So 1 
wrote the report as containing recommendations as to 
what ought to be done, most of which I had the power 
to take on my own authority. 

Q So that the amount of time between the 
completion of the report and submission to the 
President and the public testimony about the report 
before Congress was really not sufficient to allow 
the President to take any disciplinary action or any 
other action in response to the report? 

A Not in my judgment. In fact, the report 1 
showed to the President was not the final report. It 
could not be, because we were continually editing 
it. But it was the essence of the final report. 

Q Is it fair to say, therefore, that the 
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principal consequence of the report was to allow you 
to make your testimony before Congress? 

A I don’t understand the nature of the 
purpose of that question, Mr. Chertoff. 

Q The purpose of the question is to determine 
whether the review was designed to allow a 
decisionmaker to take action based on an 
investigation or whether it was designed to prepare 
someone to mount an explanation on behalf of the 
White House and Congress. Those are not wholly 
separate, but there is a difference in emphasis. 

A Mr. Chertoff, we are in the context of an 
enormous political battle between the parties over 
what could be made of the alleged Presidential 
participation in Whitewater and the conduct of the 
President’s aides once the Whitewater story was 
reaching the general public. We were at a stage 
where any report would become public. We were at a 
stage where Congress wanted to start its own inquiry 
and start hearing its own witnesses. The House at 
least asked me to be the first witness. 

So, I had to have my report complete and 
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clear by the time 1 testified, which I believe was 
the 26th. That was a continuous, as I said, 

24-hour-a-day job for several days preceding that. 

There was no way in which that could be done and 
still allow the President time to ponder, deliberate, 
consult with other aides and take remedial measures 
on his own. 

He had to be content with a report from me 
making various recommendations. The moment I made my 
report, it was going to become public. Just imagine 
if I had said 1 made a report to the President and I 
cannot disclose the contents for 24 or 48 or 96 
hours. The timing was such that I had to complete 
the report and be prepared to present it to the 
Congress on the following day. 

Q Well, did the President — 

A We could not even comply with the 24-hour 
rule, and we didn’t. 

Q Did the President in fact take any action 
as a consequence of the report? 

A The President authorized me to go ahead and 
carry out the recommendations that are in the report 
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insofar as they lie within the power of the 
Presidency, and 1 did that. 

Q Which were what? 

A Which were essentially to cut down very 
severely on who within each department could convey 
information about pending civil or criminal 
proceedings of interest to the Presidency and who 
could receive it in the White House. That was the 
principal recommendation. 

There were other recommendations about who 
could assert executive privilege and under what 
circumstances. There were recommendations relating 
to recusal. They are all right before you in my 
report. 

Q Now, on Wednesday, July 27th, which was the 
day, 1 believe, after your testimony before the 
House, did you have a further meeting with the 
Whitewater witnesses? 

A Unless you have something to show me, 1 
have no recollection of that. 

Q Wednesday July 27th at 6:00. fm showing 
you S 9327, which is a copy of your datebook. 
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(Witness examined the document.) 

A There must have been such a meeting. 

Q What was it about? 

A I don’t actually recall at this moment. 

Q This was after you had made public your 
report on Tuesday, the 26th; correct? 

A If 1 am right about Tuesday, the 26th, 

yes. 

Q Was there any more work that needed to be 
done on the report after your testimony in the House? 

A Well, it was a report including findings of 
fact, and we had to be sure, of course, that if we 
learned anything inconsistent with what was in the 
report, that we would amend the report accordingly. 

Q Was the meeting with Whitewater witnesses 
designed to determine whether there were new 
inconsistencies? 

A No, I do not recall specifically, unless 
you have something to refresh me, what went on in 
that meeting, but 1 assume it was a meeting relating 
to the fact that each of them was about to be a 
witness. 1 believe some had actually testified on 
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the 27th, unless the 27th was not a hearing day. 

MR. SACHS: Do you recall such a meeting 
even took place? 

THE WITNESS: 1 need something to refresh 
me about it. But it would be perfectly normal -- 

BY MR. CHERTOFF: 

Q This doesn’t help? 

A That’s a schedule. It would be perfectly 
normal to have a meeting at least with the lawyers 
for the witnesses before they took the stand. 

Q Why? 

A Because 1 am the White House counsel. 

These are White House staff members who are under 
attack, and it is part of my responsibility to see to 
it first that they comply with privilege rules; 
second, that they tell the truth as best they can; 
and, third, if 1 saw something in their statements 
which 1 thought was inappropriate for them to say or 
could be said better, it was something about which I 
felt 1 could advise them in the interest of the 
Presidency. 

Q Did you view the White House witnesses as 
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being under attack? 

A Absolutely. 

Q When did you - starting from when did you 
view them as being under attack? 

A They were under attack in the press. They 
were under attack by Senator D’Amato. They were 
under attack by Senator Bond. They were under very 
serious political attack. The allegation was that 
permitting these contacts to happen was wholly 
improper and there were beginning to be allegations 
that some of them had lied. 

Q When did you form the view that these 
witnesses were under attack? 

A Mr. Chertoff, that cannot be a serious 
question. Do you want me to get NEX1S and give you 
everything that Senator D’Amato and Senator Bond 
said? 

Q I want you to determine whether in your 
state of mind when you went into this internal review 
you had the state of mind that the White House 
witnesses were under attack. 

A 1 certainly had that state of mind, that 
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they were under attack by Republican members of the 
two committees. 

Q When you set about doing this internal 
review, did you view your role as responding to this 
attack? 

A My role in doing the review as a new person 
coming on board who knew something about ethics and 
has a certain reputation for integrity was to find 
the facts as best 1 could and to make recommendations 
as to any remedial measures that ought to be taken. 

Q Did you simultaneously have in your mind 
the role of defending the White House against an 
attack? 

A 1 was certainly not going to defend a lie 
if I found a lie, or improper conduct if 1 found 
improper conduct. Whether you believe it or not, it 
is possible for an ethical lawyer to do both of those 
things. 

Q To do both of which things? 

A To do a thorough, fair and accurate 
factfinding report and to make appropriate 
recommendations and also to defend members of the 
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White House staff who in my judgment had done nothing 
improper against unfair political attacks. 

Q And your conclusion that these attacks were 
unfair was formed after you completed your report on 
July 25th or July 26th? 

A It was formed certainly by the time I had 
completed my report. 1 had been working on the 
report for a month. 

Q Now, were you aware also on July 27th that 
a copy of one of the -- that a copy of a Treasury 
Department summary of an RTC witness’s deposition had 
been furnished by someone in your office to a lawyer 
for one of the White House witnesses? 

A 1 was not aware at that time, no. 

Q Did you ever — putting aside whether you 
were aware of the specific event, did you ever 
authorize anybody to do that? 

A The issue never arose, as far as 1 was 
concerned. I was not even aware that .ve had received 
summaries. 

Q Did Ms. Sherburne during that week, the 
week of the 25th, raise with you the issue about the 
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fact that one of her subordinates had showed a copy 
of a summary of an RTC deposition to a lawyer for one 
of the White House witnesses? 

A No. 

Q Did Ms. Sherburne indicate to you that she 
had been informed that these summaries were being 
given to the White House but only if in the event 
they were made public, they were not made public with 
attribution? 

A No. 

Q Did you — 

MR. SACHS: Excuse me, Michael. Let me see 
that document, the one to which you were apparently 
referring in your last question. 

MR. CHERTOFF: I’m very happy to show 
documents that I use to refresh recollection or ask 
off of. The fact that I’m looking at a document and 
asking a question which is triggered by the document 
does not in my mind -- 

MR. SACHS: Either you are going to show me 
the piece of paper or I am going to get my copy of 

what I think the piece of paper is. The reason 1 am 
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going to do that is I don’t think your question 
accurately reflects what the document says. 

MR. CHERTOFF: I will reformulate the 
question. 

MR. SACHS: Let me be specific. The "not 
for attribution" line, it is my recollection - and 1 
stand corrected if I am wrong, but I don’t think I am 
-- the "not for attribution line" does not refer to 
summaries. It refers to transcripts themselves, I 
believe. 

BY MR. CHERTOFF: 

Q I will read this entire couple paragraphs 
to you, Mr. Cutler, and see if this rings a bell. 

MR. SACHS: Why don’t you represent what 
you think it is. 

MR. CHERTOFF: It is S 7913. It is an 
E-mail or memo produced by the White House addressed 
to Jane. "David Doherty at Treasury told me the RTC 
has not yet agreed to release its transcripts but may 
do so tomorrow. He said they seemed very touchy 
about the transcripts and expressed to him some 
dismay that Treasury had given them to the White 
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House. 

"RTC’s concern is that it does not want 
nonpublic information released that could impair its 
investigations. He stressed that it is important 
that nothing in the transcripts be made public, at 
least with attribution, until they are released. I 
told him we understood that. 

’’This afternoon he gave me summaries of the 
transcripts that he had not realized we did not have 
and told me that the transcripts could be given to 
witnesses and their counsel. 1 faxed the Catsano 
summary, three pages, to Bill Taylor and corrected 
one statement that inaccurately reflected the 
testimony. I told Taylor’s associate of Treasury’s 
concern about not attributing information to the 
transcripts." 

Now, did this series of discussions or 
discussion between Treasury and your office come to 
your attention during at that time week? 

A No. 

Q Do you see any purpose — let me withdraw 
the question. 

FT? 

Did you authorize or approve any 
arrangement in which information that was contained 
in transcripts, albeit in summary form, was 
transmitted to a witness or a lawyer for one of the 
White House witnesses with the understanding that it 
was not to be attributed to the transcripts? 

A l was not aware of any such understanding 
at the time. 

Q Were you aware that the RTC - let me 
withdraw the question. 

There was — when documents were provided 
to the Inspectors General for Treasury and the RTC 
from the White House, there were redactions made; 
correct? 

A You are speaking of documents? 

Q Yes, documents. When the White House 
provided documents to Treasury and the RTC for its 
investigation, for their investigation, some of those 
documents were redacted; correct? 

A I don’t know for a fact whether redactions 
were made. But the one or two which 1 saw which were 
Treasury documents, rather than RTC documents. It 
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looked as if redactions of nonrelevant material had 
been made. 

MR. WITTEN: He is asking about the White 
House production of White House documents to the 
Treasury. 

THE WITNESS: There were redactions of 
nonrelevant material. 

BY MR. CHERTOFF: 

Q Did you authorize those redactions? 

A I knew they were being made. I did not go 
over them one by one. 

Q Were you asked either orally or in writing 
— when l say "you" I mean you or your staff — by 
the Inspectors General of RTC and Treasury to certify 
the fact that the material being redacted was 
irrelevant? 

A I do not know. 

Q Let me show you what has been marked ~ 
this doesn’t have a Bates number — it is S 1031 1 and 
S 10312. 1 ask you if this is a draft of a letter 
prepared for your signature that would have certified 
that the redactions being made were not relevant. 
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(Witness examined the document.) 

A Well, I recall the fact that redactions had 
been made for relevancy. I do not recall signing 
this letter, but I may very well have. 

Q Actually, the question I was going to ask 
you is, do you know why that letter wasn’t sent? 

MR. SACHS: Does he know whether it was or 
was not sent? 

BY MR. CHERTOFF: 

Q Do you know whether this certification was 
ever sent? 

A I don’t know whether a certification was 
made or not, but the issue arose a number of times, I 
recall, with respect to the documents we furnished to 
the committee, which I believe are the same 
documents. The same questions about relevancy were 
made, and we gave numerous assurances in the hearings 
that the only redactions were for relevancy. 

Q In connection with this draft letter, do 
you recall any discussion about whether you ought to 
send the certification to the Inspectors General 
about the irrelevancy of any redactions? 
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A I do not recall, but 1 knew the standing 
principle was we would redact only for irrelevancy 
and that we were not redacting for purposes of 
privilege. 

Q You don’t have any recollection of a 
discussion about whether you ought to send a 
certification to that effect? 

A I have no recollection of either seeing 
that letter or any comparable letter by someone 
else. But if you have something to refresh me with, 
that was certainly the policy, what was set forth in 
that letter. 

Q Let me show you S 2121 and 22, a letter of 
August 23, 1994 to Chairman Riegle of the Banking 
Committee. I ask you if you recognize that letter. 

(Witness examined the document.) 

A Yes, I recognize this letter. 

Q Did you see any earlier drafts of that 
letter? 

A Yes, I believe there was an earlier draft 
of the letter which when I saw it had comments on it 
from Ms. or Mrs. Black of the Treasury or the RTC, 
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and we adopted the changes that she suggested. 

Q I’m going to show you S 21 15 and ask you 
whether this is the earlier draft you saw or a 
portion of it. 

(Witness examined the document.) 

A Yes. 

Q Remember the discussion you had with 
Ms. Sherburne concerning the comments by Ms. Black? 

A I remember seeing Ms. Black’s comments and 
agreeing that we could make the changes that we 
actually made. 

Q Did Ms. Sherburne tell you that Ms. Black 
was angry because she felt the first draft of the 
letter made it seem as if the RTC Inspector General 
and the Treasury Inspector Generals had agreed at the 
very outset in July to furnish transcripts to the 
White House? 

A Well, I knew she was unhappy about the 
phrasing and therefore suggested this revision, yes. 

Q Did you know exactly what the nature of her 
unhappiness was? 

A Well, I believe her claim was that at least 
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the RTC Inspector General did not know that we were 
being furnished the transcripts. 

Q Did you agree with that claim? 

A 1 would have no way of knowing. That is 
internal to the Treasury. 

Q Did you talk to Secretary Bentsen about 
this issue that day? 

A That particular issue, no. 

Q I’m going to show you S 7930, which is your 
phone list. Item 21, August 3, 1994, "Talk to 
Secretary Bentsen." Do you agree with me that 
indicates you talked to Secretary Bentsen on that 
day? 

A If that’s what it says, yes. 

Q What was the conversation about? 

A I imagine the conversation had to do with 
the fact that I was responding to Senator Riegle’s 
letter and I believe he was sending in a somewhat 
similar response of his own either at that moment or 
somewhat later. But I do not recall that the 
discussion reached the issue of Ms. Black’s 
objections or whether the RTC Inspector General had 
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known about the fact that we were receiving the 
transcripts. 

Q Did you discuss with Mr. Bentsen whether 
the Inspectors General had had any role to play at 
all in the decision about giving you the transcripts? 

A Well, I was certainly aware at some point, 

I think from Mr. Knight, that there had been an 
objection to receiving it from one or more of the 
Inspectors General, because they said it was contrary 
to their policy in the investigation. That was all 
water over the dam by this time. 

Q You knew that from Mr. Knight before you 
got the transcripts? 

A Yes. 

Q When you got the transcripts of the 
deposition testimony, did you use those transcripts 
to go back to White House officials and go back over 
their testimony and confront them with conflicting 
testimony? 

A No. It was too late to do so at that 
time. 

Q I’m going to read you a portion of an AP 
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story that appeared on May 5, 1995 by John Solomon. 

I will give you the whole thing to read afterwards. 

I will read you the pertinent portions. 

A I have read it. 

Q Let me read you the pertinent quotes. 

"Former White House counsel Lloyd Cutler 
acknowledged this week that the depositions were used 
to identify discrepancies in the recollections of 
Presidential aides before the Congressional 
hearings. White House lawyers would then ’confront’ 
the aides with information they had obtained from the 
depositions without revealing the sources, he told 
the Associated Press. ’If we found inconsistencies, 
we would go back to White House officials and go back 
over testimony they gave us,’ Cutler explained, ’and 
then we would say "we have heard other reports." I 
think it was perfectly appropriate to say that "this 
is your testimony to us, there is conflicting 
testimony, are you sure that’s what you said" Cutler 
said." 

Did you make those statements? 

A I made a number of the quoted statements. 
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I cannot say that these quotes are accurate 
entirely. But I think most of the quotes are 
accurate. But those quotes are based on my mistaken 
assumption -- and this memory now is nine or 10 
months after the events in question in July of 1994; 
this is May of 1995 — my mistaken assumption and my 
failure to verify before 1 talked to Mr. Solomon the 
fact that we did not receive these Treasury 
transcripts until July 23rd, when it was too late to 
do anything with them. 

In that quote, I am going on the assumption 
that we did receive them and that if we had used them 
in the way I described, that was a perfectly 
appropriate and ethical thing to do and it would not 
have violated the condition. But the fact is, we did 
not use them because we received them too late. 

Q Are you positive that no transcripts or 
summaries of transcripts were received before the 
23rd? 

A Not from Mr. McHale and the Treasury. We 
did receive one or two transcripts from the lawyers 
for some of the witnesses. And the Treasury was 
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aware of that. 

Q The Treasury was aware of that? 

A My understanding is Mr. McHale was aware of 
that. 

Q Where do you get that understanding from? 

A From Ms. Sherburne. 

Q Ms. Sherburne indicated to you that 
Mr. McHale was aware of the fact that some of the 
individual witnesses had furnished copies of their 
transcripts to the White House? 

A Yes. 

Q Are you positive that the Treasury - 
putting that to one side, the issue of what 
witnesses’ lawyers furnished, are you positive the 
Treasury did not furnish either transcripts or 
summaries of transcripts to the White House before 
September 23rd? 

MR. SACHS: You said September. 

BY MR. CHERTOFF: 

Q July 23rd. 

A If they had, either a lot of secrets were 
being kept from me or there was no point to all the 
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telephone discussions I was having with Mr. Knight 
and the Secretary. 

Q Is it your testimony that after the 23rd — 
do you know when on the 23rd the transcripts were 
received? 

A As 1 told you, I was away that day, but the 
letter is dated the 23rd. 

Q Your position is after the transcripts were 
received from Treasury on the 23rd, it was no longer 
practicable to confront witnesses with testimony? 

A That is correct, and we did not do so. 

Q Now, you will agree with me, will you not, 
that we have previously established that the earliest 
request for transcripts from the Treasury made by you 
or people at your direction was sometime on or before 
the meeting on July 1st with the lawyers where you 
indicated transcripts were expected within 24 hours; 
correct? 

A It would seem from that piece of paper that 
we must have obtained the impression from the 
Treasury before July 1st that we would receive the 
transcripts and that we would receive them seriatim. 
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Q In fact, the statement in your talking 
points that was made to the lawyers was that the 
transcripts were coming and should be available in 
about 24 hours after they were produced; correct? 

A Right. 

Q So that the letter Mr. McHale wrote, the 
statement in the letter of Mr. McHale of October 26th 
that says in response to Senator Shelby’s question 
about the date on which you asked for copies of 
transcripts of interviews, the answer that reads 
"Mr. Cutler’s request was first made on July 5, 1994 
and renewed late in July," that’s incorrect? 

A Well, I don’t know whether that was 
coordinated with Ms. Sherburne or not before it was 
sent. And the meeting was one — there was a meeting 
on July 5th which I did not attend relating to the 
details or the mechanics, whether transcripts would 
be furnished and how. So, it is - to me, the 
discrepancy between July 1st and July 5th is a minor 
matter. It doesn’t seem it affects anything. 

Q Just to clarify, in fact, you have a 
recollection that the issue of getting transcripts 
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may have arisen as early as your lunch with Secretary 
Bentsen on June 21st; correct? 

A Yes. 

Q Putting aside the significance you 
attribute to the discrepancy, you would agree with me 
it is not correct to say that your request was first 
made on July 5, 1994? 

A I would agree with you that from my 
recollection and from the written evidence, it 
appears that we made that request before July 1st. 

Q Now, your testimony is that, to your 
knowledge, the letter of October 26th from 
Mr. McNamara to Mr. Codinha was not run by the White 
House? 

A I don’t know. I said it may well have 
been. I don’t know. 

Q Now, on October 28th, you prepared a letter 
answering certain questions of Senator Bond. It is 
in the record, but you can have a copy too. 

A I think I am familiar with the letter. 

Q S 2129 to 2132. I want to direct your 
attention to the letter. Did you prepare this letter 
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yourself? 

A I reviewed this letter before it was signed 
and I may have edited it before it was signed. 

Q It is your signature on the last page? 

A Yes. 

Q Now, let me direct your attention to the 
question 1 and answer 1. Question 1, and read along, 
"When did the White House tell Treasury personnel 
that you wanted copies of the Treasury RTC 
depositions? To whom was this request communicated? 
Was the request made for all deposition transcripts 
or was it simply for the transcripts of White House 
personnel? 

"Answer 1: On July 5, 1994, lawyers from 
the Office of White House Counsel told Treasury 
personnel that the White House would like to receive 
transcripts of then-upcoming Treasury RTC 
depositions. This request was later restated on 
other occasions during July 1994. The request was 
communicated to Francine Kemer, Stephen McHale, Ken 
Schmalzbach and Secretary Bentsen. The request was 
for all deposition transcripts." 
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Mr. Cutler, is it not correct that in fact, 
as we just established, there was at least earlier 
communication before July 5th between you personally 
and someone from Treasury concerning getting the 
transcripts? 

A Well, there were discussions between - 
discussions that 1 initiated with Secretary Bentsen 
and I believe with Mr. Knight that are reflected in 
the talking points for that July 1st meeting. It may 
well be that what you might call a formal request or 
a request as to the mechanics of how it would be done 
was initiated at the July 5th meeting. Once again, I 
don’t see the significance. 

Q Is there a reason in the context of answer 
number 1 you did not disclose the fact that there had 
been earlier conversations with the Treasury about 
this? 

MR. WITTEN: Objection on the grounds of 
obnoxious insinuation, Mr. Chertoff. "Did not 
disclose," come on. 

MR. CHERTOFF: I’m asking whether there was 
a decision not to disclose it. 1 think I am being as 
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low-key as you can be. 

BY MR. CHERTOFF: 

Q Was there a reason it was not disclosed? 

A There was no decision not to disclose. 

Either we misremembered or we agreed that we would 
use the date of the discussion of the mechanics on 
July 5th, as I gather had already been done by 
Mr. McNamara. There was certainly no conscious 
decision not to disclose. For the life of me, 1 
cannot think even in my best conspiratorial manner 
what the motive for that would be. 

Q Was there a reason that Mr. Knight’s name 
wasn’t included in answer number I? 

A I can’t imagine what that would have been, 
either. Mr. Knight was Secretary Bentsen’s 
designated representative for handling the 
cooperation arrangements. Why would anyone in his 
right mind want to misstate the facts by four days? 

Q I don’t think the issue is four days. If 
you are asking me on the record for why I am pursuing 
it, 1 will tell you that a description of your prior 
discussions about the issue of the tr anscripts which 

no 

appear at least to suggest that they occurred in 
perhaps mid to late June, your understanding on July 
1st that these transcripts would be forthcoming I 
think raises issues or raised issues in people’s 
minds at the time last year about exactly when the 
arrangement was made and whether in fact it was 
disclosed in other responses received from Treasury 
that it was really the Inspector General of Treasury 
who made his mind up or whether it was a done deal 
and the Inspector General Treasury was kind of swept 
along when the issue was presented to him on the 23rd 
of July. 

I think that’s what the pertinence of it 
is. In any case, I am obliged to get your answer. I 
take it your answer was an oversight or an error of 
some kind? 

A It was either an oversight, if you wish to 
call it that, or it reflects a sense that the right 
date to use was July 5th because that’s when the 
discussion of the mechanics began. 

MR. CHERTOFF: Okay. I have no further 
questions. 
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MR. KRAVITZ: Let’s take a two-minute 

break. 

(Recess.) 

MR. BEN-VENISTE: We have no questions. 

MR. CHERTOFF: 1 have literally two 
questions. 

BY MR. CHERTOFF: 

Q You have discussed in your earlier 
testimony meeting with Mr. Knight and Mr. McNamara. 

Did you have any discussions directly with 
Mr. Schmalzbach of Treasury concerning the 
transcripts? 

A I don’t remember. He might have been at 
that meeting. 1 think I met him really before any of 
this began. I was invited once by Jean Hanson to 
come visit the Treasury General Counsel’s Office, 
which is the most handsome office any general counsel 
in the government has. It has a wonderfully ornate 
ceiling and Victorian furniture. She introduced me 
to a number of members of the staff, including 
Mr. McNamara. 1 remember that, and possibly 
Schmalzbach, if that’s his name. 

132 

I do not remember a particular meeting with 
Schmalzbach, but it is entirely possibly he was along 
in one of these meetings. 

Q Did you have any conversation with 
Mr. McHale of the General Counsel’s Office concerning 
the issue of the transcripts? 

A 1 don’t believe so. I believe those were 
mainly Jane’s conversations. 

MR. CHERTOFF: That’s it. 

MR. SACHS: In the interest of fairness, if 
between now and Thursday it develops that you have 
any documents that you seek to show either of our 
clients, Mr. Cutler or Ms. Sherburne, we would 
appreciate you letting us know so that they can 
acquaint themselves with the documents and be 
prepared to respond when and if asked about them. 

I recognize that it is always possible that 
a senator can decide to ask a question that you have 
no control over. To the extent you are shaping the 
events of Thursday, I’m making that request and 
hoping you can honor it. 

MR. CHERTOFF: We have obviously shown some 
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documents during the course of both of these 
depositions. 1 suspect we probably will have wound 
up showing you many of the documents we would show. 

1 can’t warrant that we are not going to have 
additional documents as we go through this, partly 
because we received, for example, production even 
yesterday of things. 

I think what I can say is 1 don’t have the 
ability and I don’t think any other witness has ever 
asked us to do this to furnish in advance all the 
documents we will use. 

What we do try to do when we are able to 
get ourselves sufficiently prepared is if we are 
going to use documents with respect to a witness, to 
furnish them in a group at the table for the witness 
to come up and look at at the time of the hearing. 

But we don’t usually forward them in advance. In 
fact, 1 think there is maybe an injunction against 
our doing it because these things are held 
confidentially. 

What we will try to do is if we have 
documents we are going to use, we will provide you 
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with a set of them up at the hearing. 

MR. SACHS: 1 will proceed on the 
assumption that the committee wants to develop a full 
and accurate record, and my request stems from that 
assumption. 

You will get a full and accurate record 
from my clients, 1 hope in any case, but it would 
help that process if they knew more than two instants 
before they are asked a question about a document. 

MR. CHERTOFF: We will see if there is 
anything that hasn’t come up. Let me also say this, 
in asking the question, you raise a separate issue. 

MR. SACHS: I didn’t want to raise a 
separate issue. 1 just wanted an answer to my 
question. 

MR. CHERTOFF: One thing I think that is 
difficult for us with this request is that you 
represent two clients who have material testimony to 
give on the subject of this portion of the hearings. 

We obviously didn’t make an issue about that in terms 
of suggesting there is some reason to disqualify. 

At the same time, it is partly ironic that 
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the very gist of these hearings to some degree 
reflects a discomfort on the part of some senators of 
witnesses getting together to kind of put their 
testimony together and work together. 

So, when you ask me to provide documents we 
would be asking one witness about, I guess I would be 
doing it with the understanding that both witnesses 
are going to be shown that. That’s going to be 
probably an additional issue. 

MR. BEN-VEN1STE: Let me make a statement 
about my thoughts about this. This is not a criminal 
investigation, Michael, although much of your 
professional career has been devoted to criminal 
investigations. 

This is in the nature of an attempt to 
refresh recollections and get the best possible 
recollections for each witness on the record. The 
idea of having a hearing about this whole subject 
matter is something that you and I have had private 
conversations about. 

But since it appears to be the fact that we 
will have hearings on the subject, the notion of 
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suggesting that a witness shouldn’t have the 
opportunity to review documents that are pertinent to 
that witness’s testimony at some point in advance of 
his testimony strikes me as being completely 
unreasonable to the nature of our hearings. 

In any sort of civil litigation, a witness 
would have those documents months in advance of any 
public testimony related to the subject matter under 
which his deposition was taken. 

It seems to me to be a not unreasonable 
request, since it is reasonable to expect on the 
basis of your thorough preparation that you will know 
what documents you will wish to show the witness at 
least a day in advance of the hearings. It has been 
my experience in working with you that you are 
extremely well-prepared and organized. 

MR. CHERTOFF: That’s just an illusion, 

Richard. 

MR. BEN-VENISTE: Whatever the illusion or 
reality of that may be, this is not an unreasonable 
question. It calls into issue a lot of what has been 
sort of the tone of these preliminary proceedings in 


41-381 97-19 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7156 


137 

advance of public hearings. I won’t say any more 
about it. 

MR. CHERTOFF: I think that there are two 
issues raised here. First of all, Richard, I’m not 
going to apologize for the fact that my background is 
in doing criminal investigations. 

MR. SACHS: We would all have to plead 
guilty I think at this table. 

MR. BEN-VENISTE: I’m not seeking an 
apology. I am seeking for you to recognize a 
distinction. 

MR. CHERTOFF: I will tell you the subject 
of discovery has come up from time to time in these 
proceedings. Some people wanted to see the 
depositions of other witnesses. 

Whether or not Richard agrees with the need 
to have hearings on this subject, 1 can tell you that 
my clients, who are 10-odd senators, do feel 
strongly, some of them quite strongly about this 
issue and quite strongly about whether the sharing of 
information about testimony last year in which 
truthfulness to Congress was one of the principal 
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issues was itself somewhat of an impedance to getting 
the Senate’s work done. I don’t want to debate 
that. People have different views about it. 

Again, acting like a lawyer responsive to 
my clients, I have a concern about not engaging in or 
doing the very thing which there have been complaints 
about with respect to last summer. 

Second and wholly apart from that, 
obviously the documents you, Mr. Cutler, has 
furnished us are in his possession. We do have 
documents in our possession including documents which 
the White House has designated as highly confidential 
that we are strictly limited in our ability to use 
until the actual public hearings begin. 

I think, therefore, that even if I were 
inclined to make documents available, it would run 
afoul of the rules that we have all agreed upon in 
terms of keeping these things so confidential that I 
will tell you that the Senators themselves can’t get 
these until the day before the hearings. 

MR. BEN-VENISTE: That’s somewhat 
disingenuous, because the request is for documents 
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which will be used at the hearing. I am sure some 
methodology could be worked out so that the documents 
could be inspected and not taken. Since the notion 
is that they will in fact be used, then the question 
of their confidentiality is of only brief duration. 

So, I think the real issue is not talking 
about the notion is beyond the Versailles hall of 
mirrors defense, the notion of witnesses now agreeing 
with each other and sharing information with some 
notion of conspiratorial agreement to thwart the 
truthfinding process. 

Rather, it is, it seems to me, a logical 
question for a witness’s answer to be complete and 
accurate that the witness be shown a document 
somewhat in the advance of the moment that you might 
inadvertently wish to spring it on him. 

MR. CHERTOFF: I know the witness doesn’t 
want to hear an extended debate. I will take your 
request. I think in the main, the documents we will 
use are the documents you have been shown. 

I don’t think there is anything that is 
terribly surprising. But 1 can’t warrant you that 
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there won’t be a document more or a document less. 

But I think you, basically from your own preparation 
from what has occurred here, know what the general 
gist of it is going to be. 

MR. BEN-VENISTE: My suggestion would be 
for you to make contact with the Majority staff 
sometime in the late afternoon before the testimony, 
see whether anything might have come up that might 
have fallen between the cracks in terms of their 
willingness to provide you with a reasonable 
disclosure. 

MR. SACHS: Okay. We thank you for your 
consideration and we thank you for this 
entertainment. We bid you good afternoon. 

(Whereupon, at 3:15 p.m., the deposition 
was concluded.) 
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Mr. Sommers 

19 

approval and reached 

approval or reached 

17 

that would appropriate 

that would appear 
appropriate 

20 

I think, I had 

I think, had 

3 

Secretary what 

Secretary of what 

4 

understanding the way 

understanding of the 
way 

21 

call from any member 

call to any member 

14 

want to have 

want to show 

12 

means deputies 

means depositions 

9 

Bentsen and I did speak 

Bentsen and that I 
did speak 

14-15 

Secretary Knight 
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Thereupon, 

DAVID L. DOUGHERTY 
was called as a witness and, having been first duly 
sworn by the notary public, was examined and 
testified as follows: 

EXAMINATION 

BY MR. O’CALLAGHAN: 

Q Mr. Dougherty, my name is Michael Callahan. 

I’m special counsel for the Majority on a special 
committee. 

This deposition is conducted pursuant to 
Senate Resolution 120. The resolution establishes a 
special committee administered by the banking 
committee to conduct an investigation involving the 
Whitewater Development Corporation, Madison Guaranty 
Savings and Loan Association, Capital Management 
Services, Incorporated, the Arkansas Development and 
Finance Authority, and other related matters. 

Section 1-B(2)E of Senate Resolution 120 
authorizes investigation and public hearings into 
whether the report issued by the Office of Government 
Ethics on July 31, 1994, or related transcripts of , 

4 

deposition testimony: 

One, were improperly released to White 
House officials or others prior to the testimony 
before the Committee on Banking, Housing, and Urban 
Affairs pursuant to Senate Resolution 229; 

Or, two, were used to communicate to White 
House officials or to others confidential RTC 
information related to Madison Guaranty Savings and 
Loan Association or Whitewater Development 
Corporation. 

And this section will be the main focus of 
today’s deposition. 

A Could I see a copy of that section? 

Q Sure. 

A Thank you. It is, once again, what 
section? 

Q 1-B(2)E. 

A Okay. 

Q Beginning on page 3? 

A Okay. Thank you very much. May I — I 
notice the letter requested my appearance today, my 
name was misspelled. May I give the Reporter my 
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proper spelling of my name? 

Q Oh, yes, please do. 

The deposition today is in advance of 
public hearings. They are likely to begin tomorrow. 

You may be called to testify at the hearing. We’ll 
notify counsel if that is necessary and let you know. 

Today I’m going to ask you a series of 
questions, and you’re testifying under oath. If you 
don’t understand a question, let me know, and I’ll 
rephrase it. If you need a break, also let me know, 
and we’ll take a break. 

The stenographer is preparing a record of 
questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings. We also ask that you 
treat the substance of the depositions as 
confidential as well. 

Prior to the hearing you will receive a 
letter from the committee or — because the committee 
did -- the hearings are so - only a day away, we may 
call you and fax over a letter. 

A Can I ask that you call the Treasury 

6 

Department Counsel -- 
Q Certainly. 

A — instead of me directly? 

MS. KAPLAN: I believe you know there is a 

continuing objection to your request for the 
confidentiality of the proceedings in which Mr. 

Dougherty works with many of the other witnesses that 
have been involved with the production of documents 
in the past. 

The day-to-day business might require him 
to talk about something related to these proceedings. 

1 just want it understood that — 

MR. O’CALLAGHAN: You’re not acceding to 

the request? 

MS. KAPLAN: It may not even be possible 

to - in view of the nature of his work, in the work 
of everybody else in the department that he works 
with, just so that’s understood. 

BY MR. O’CALLAGHAN: 

Q Also prior to the hearings, and this 
transcript will probably be ready tomorrow, late 
afternoon, we have a one-day turnaround, we’ll be 
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able to -- if you are going to testify, we’ll be able 
to release it to you right away or otherwise, and 
we’ll provide you with an errata sheet. 

You can make any corrections and turn them 
back into the committee as soon as you finish. 

A Fine. Once again, l ask you to please go 
through my attorney. 

Q Yes. When 1 say you, I’m also referring to 
your counsel, how ever you would like the information 
transmitted. 

A Counsel represents the department, not me 
personally. 

Q Are you represented by counsel today? 

A No, I’m not. 

MR. O’CALLAGHAN: Is this counsel for the 

Department of the Treasury? 

MS. KAPLAN: I’m counsel for the 

Department of the Treasury. 

MR. O’CALLAGHAN: Please state your name. 

MS. KAPLAN: My name is Lenore, that’s 

L-E-N-O-R-E, middle name Mintz, M-l-N-T-Z, last name 
Kaplan, K-A-P-L-A-N. 

8 

MR. O’CALLAGHAN: Objections to the form 

of the questions will be noted for the record. 

Counsel may object on grounds of privilege or 
irrelevance, and the committee chairman may rule on 
objections where the witness refuses to answer a 
question. 

BY MR. O’CALLAGHAN: 

Q Would you please state and spell your full 
name for the record. 

A David Lee Dougherty. It is spelled 
D-O-U-G-H-E-R-T-Y. 

Q Are you aware of the various document 
requests that the committee made to the Department of 
Treasury? 

A I’m sorry, can you — 

Q Are you aware of the various document 
requests that the committee made to the Department of 
Treasury? 

A With respect to Whitewater? 

Q Correct. This committee with respect to 
White House Treasury contacts and Whitewater 
otherwise. 
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MS. KAPLAN: Can we just clarify? When 

you say various, you’re referring to specific 
requests, because there have been — 

BY MR. O’CALLAGHAN: 

Q l believe there have been a number of 
requests in connection with the content of these 
depositions and this round of hearings, and I’m 
asking if you’re aware of any of the requests. 

A I’m aware of the September 27, I believe, 
request for documents subject to this upcoming 
hearing. 

MS. KAPLAN: This year, that would be - 

THE WITNESS: 10/27/1995. 

MS. KAPLAN: Okay. There was one on 

September 12. 

THE WITNESS: I’m sorry. Please let me 

correct myself. I’m aware of the initial request for 
production for these hearings. I really don’t know 
the date. 

BY MR. O’CALLAGHAN: 

Q Did you conduct any search for responsive 
documents, notes, reports, memoranda? 

10 

A Yes. 

Q To your knowledge, have all responsive 
documents been produced to the committee? 

A Yes, they have. 

Q Are you aware of any documents that were 
previously under the possession, custody or control 
of the Department of Treasury that were responsive to 
the request that have since been lost, destroyed, or 
otherwise disposed of? 

A No. 

Q Have you spoken with anyone other than 
counsel prior to this deposition with regard to 
substance of the deposition? 

A In as much as I don’t know what the 
substance is or didn’t know even precisely that — 
even this much until I read it, I may have without 
being aware of it. Oh, 1 certainly have. Yes, I 
certainly have. 

The general subject of the OGE report, the 
transcripts, and the like, certainly I have discussed 
that with any number of people over the last several 
months. 
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Q But in connection with preparing for your 
deposition, have you spoken with anyone about it? 

A Any government official? 

Q Anyone at all, actually. 

A Anyone at all in connection with preparing 
for this deposition today? 

Q Yes. 

A Yes, I have. 

Q Who have you spoken with? 

A I have spoken with a counsel, an attorney 
that I retained to advise me regarding this 
appearance. I have spoken to members of my family. 

I have spoken to friends. 

Q Anyone at the Department of Treasury? 

A In preparation for this? 

Q Correct. 

A Only Lenore and Mr. Buckles. 

Q Mr. Buckles’ first name is Brad? 

A Bradley. 

Q Have you spoken with any of the witnesses 
that have testified before the committee? 

A I’m only certain of two people -- the names 

12 

of two people who have — well, I don’t know of 
anyone who has testified before the Select Committee, 
but I know the names of two people who have given 
depositions. 

Q Have you spoken — 

A I have spoken to just my immediate — or 
my - Ken Schmalzbach and Stephen McHale. Ken 
Schmalzbach is the assistant general counsel that I 
report to, and Stephen McHale is deputy assistant 
general counsel, and I report generally to him as 
well as to Mr. Schmalzbach. 

Q Did you discuss with them the substance of 
their depositions? 

A No, I did not. 

MS. KAPLAN: I would just like to note for 

the record that Mr. Dougherty did not know about the 
fact that he would be called for deposition until 
this past Friday, November -- 

THE WITNESS: I believe it was - I 

believe it was Thursday. 

MS. KAPLAN: Okay, Thursday. Brad Buckles 

probably called you late Thursday then. 
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THE WITNESS: That’s right, late Thursday. 

MS. KAPLAN: And up until then, he had no 

idea he was going to be called for the deposition. 

BY MR. O’CALLAGHAN: 


Q What is your present business address? 

A 1500 Pennsylvania Avenue. 

Q And your present position? 

A Attorney advisor. 

Q And who is your employer? 

A Department of the Treasury Legal Division. 

Q Is there a specific office within the legal 
division that you work for? 

A Office of the General Counsel, Assistant 
General Counsel for General Law and Ethics. 

Q Could you please review your employment 
history over the last five years? 

A Yes. I was at the Department of Justice in 
the civil division in 1990. Let’s see. I went to 
work there in 1990. I came to the Department of 
Treasury in 1993, December of 1993. 

\A 

Q And what position did you — were you hired 
for in 1993? 

A The position I now have, attorney advisor, 
in that division or the organizational structure. 

Q What was your position in the DOJ civil 
division? 

A Attorney. 

Q During the period March 1 through August 5, 

1994, who did you report to during that time period? 

A Ken Schmaizbach and Stephen McHale. 

Q What were their respective titles at that 
time? 

A Ken Schmaizbach is assistant general 
counsel. McHale is deputy assistant general counsel, 
and they both were at that time as well. 

Q What was the name of the office you were 
working in at the time? 

A I believe it was then the assistant general 
counsel for administrative and general law. The name 
was changed after August. 

Q Did you have anyone who reported to you 
during that time period? 
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Q During the period of March through August 
5, 1994, what were your primary responsibilities in 
the office of administrative and general law? 

A My primary responsibilities to advise 
departmental offices and occasionally general counsel 
regarding matters involving document production, 

Freedom of Information Act requests, Privacy Act 
matters, Federal Records Act matters, confidentiality 
provisions, Trade Secrets Act, privileges. 

That kind of encompasses a lot of material 
that has to do with providing information. 

Q And during this time period, were you 
working on any matter that — any specific matter 
that took up a majority of your time? 

A May I speak to counsel? 

MR. O’CALLAGHAN: Sure. 

(The witness and counsel conferred.) 

MS. KAPLAN: Can we go off the record for 

just a second? 

(Thereupon, a discussion was held off the 

record.) 
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MR. O’CALLAGHAN: Back on the record. 

THE WITNESS: Could you restate the 

question, please? 

BY MR. O’CALLAGHAN: 

Q Sure. I believe the question was, Was 
there a certain project during that time period that 
took up the majority of your time? 

A Yes. There were two in the period of 
March - beginning in March, and I’m not exactly 
certain when it ended. 

It ended with the time of the production of 
documents pursuant to the subpoena issued by 
independent counsel, Robert Fiske. 

The second matter in that time period began 
in approximately July 1, with a request from the 
Senate Committee on Banking and Finance, for 
documents related to Madison Guaranty and Trust. 

I worked on the production of documents to 
the committee and to the House Committee of Banking 
and Government Affairs, I believe, chaired by 
Congressman Thusalis (ph) for similar information all 
during that time frame. 
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Q With regard to your production to the two 
congressional banking committees, what type of 
document — what was the subject of the document 
request? 

A They were both pursuant to resolutions of 
both houses. I’m afraid with such short notice, 1 
had very little time to prepare. So I don’t have 
the — have it at my fingertips. 

But both requests, both resolutions dealt 
with Madison Guaranty and Trust and its subsidiaries. 

And I believe both also dealt with the events 
surrounding the death of Vincent Foster. 

Q Were there any requests with regard to 
information regarding White House Treasury contacts? 

A Oh, yes. That was the focus of the 
inquiry. 

Q During this time period, did you have any 
role in helping prepare the Secretary for testimony 
before the committees? 

A Yes, I did. 

Q What was your role in that? 

A I was a member of a team of five attorneys, 
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in addition to - my responsibilities were largely in 
the production — of the actual production of the 
documents to the committees. 

But in addition to that, was to examine the 
documents and become familiar with ones that — 
become familiar with them all, as a matter of fact, 
and be able to advise Mr. McHale and Mr. Schmalzbach 
with respect to issues that had surfaced, in my 
opinion, that would be useful for the Secretary to be 
aware of in preparation for his testimony. 

Q Who were the five people who you were 
working with on this? 

A Robert McNamara, assistant general counsel, 

Ken Schmalzbach, assistant general counsel, Stephen 
McHale, deputy assistant general counsel, and Peter 
Rittling, an attorney advisor in the administrative 
and general law office with me. 

Q During this time period, did you ever 
become aware that the Secretary had requested that 
the Office of Government Ethics provide him with an 
opinion as to the propriety of the Treasury White 
House contacts? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7171 


19 

A Yes, I did. 

Q And were you also aware that the Treasury 
Inspector General’s Office and the RTC Inspector 
General’s Office were requested to provide 
investigatory fact finding services to the OGE in 
helping them prepare the report? 

A I would have to answer that question by 
rephrasing it, if I may. 

Q Certainly. 

A What I was aware of was the — that the OGE 
had informed the Secretary that it was not an 
investigatory agency. 

And subsequent to that, the two respective 
IGs conducted the investigations and submitted 
their — the results of their investigations to the 
OGE, which subsequently issued an opinion based in 
part on their investigations. 

Q Were you involved in any way in assisting 
the two different IGs, or rather the joint IG 
investigation? 

A No, I was not. 

Q Were you involved in any document 
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productions involved with that investigation? 

A No, I was not. 

Q Did your office refer to any of the 
documents that were produced during the course of the 
investigation in your preparation of the Secretary? 

A Well, yes. We -- my office used - I 
used -- people did use the transcripts of the 
depositions taken by the respective IGs. I reviewed 
some of those to assist in the preparation of the 
Secretary for his testimony. 

Q When did you begin your review of the 
transcripts? 

A Sometime ~ around -- on or about the 20th 
of July. 

Q How did your office receive copies of the 
transcripts? 

A I’m not aware of what the arrangements 
were. They were there. 

Q You were never told how your office came to 
have the transcripts? 

A No. That was arranged by somebody else. 

Q But you don’t know who arranged it? 
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A No, I don’t. I would say that it is highly 
likely that it was either Mr. McNamara or Mr. 

Schmalzbach or Mr. McHale. 

Q How did you first come to see the 
transcripts? Where were they when you first saw 
them? 

A A set — one or more sets, 1 don’t recall 
how many, were delivered to the area in my outer 
office. 

Q Were they on a table or -- 

A As I recall, they were in a box on the 
floor. 

Q And for what purpose did your office 
receive the transcripts? 

A The only purpose that 1 was aware of — 
there were two purposes that I was aware of - was, 
one, to assist the Secretary in his testimony. 

And secondly, was to serve as a conduit for 
providing — for providing them to private counsel 
who were representing a number of Treasury witnesses. 

Q So the Office of Administrative and General 
Law provided the witnesses’ counsel with the 
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transcripts? 

A Not exactly the Office, the decisions were 
one of the — that the team had made, the top level 
of the team made. 

I wouldn’t want to say it was necessarily 
within the scope of the offices work. This team - 
this team was operating somewhat independently in 
reporting to — actually, I believe Mr. McNamara and 
Mr. Schmalzbach reported to Ed Knight, who was the 
executive secretary of the department at that time. 

Q Who assembled the team? 

A I don’t know. 

Q Do you know how you were chosen or how you 
were approached about it? 

A I recall - how I was approached about it 
was that the day after the - I’m sorry, the Monday 
after the independent counsel’s, Mr. Fiske’s, 
subpoenas were delivered on the Department, were 
served on the department, I was asked by Mr. McHale 
to work with Mr. McNamara, and that was the beginning 
of the team. 

Later on, somewhere before we produced the 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7173 


23 

documents, Mr. Rittling was asked to assist us. 

Q During this time period, did you have any 
contact with Mr. Knight? 

A In the period from March through August? 

Q Correct. 

A Yes, I did. 

Q How frequently were you contacted? 

A In March, I want to emphasize that I didn’t 
do any preparation whatsoever regarding the period 
from March — for this deposition regarding the 
period from March to July. 

Q As best you can recall? 

A So, the best I can recall, in the early 
part of the March period, in responding to the 
independent counsel, I was, for some — at some times 
had, you know, more than once a day, contacted Mr. 

Knight. 

In the latter part of the period in which 
we were responding to committee requests, 
congressional requests, I had very little contact 
with Mr. Knight. 

Q How about specifically the month of July? 
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A Very little contact with Mr. Knight. I 
don’t recall actually having any, although I might 
have had some in passing. My contacts in the month 
of July were almost entirely with the ~ on the 
supervisory level were with Mr. Schmalzbach and Mr. 
McNamara. 

Q Was there a specific reason why you had 
this contact with Mr. Knight during July? 

A I’m not aware of the reason, other than the 
organization of the work was such that Mr. Knight 
didn’t need to have us as day-to-day involvement, I 
think, is all he needed to have in March. 

Q Was Mr. Knight involved at all in the 
transfer of the transcripts to the team? 

A I have no idea. 

Q Do you know if he was advised about it? 

A I have no idea. 

Q Do you know if he had any knowledge of it? 

A I don’t know if he had knowledge. I would 
have to say that he must have had knowledge once they 
had been transferred to the team. 

He was aware of what the — he was aware of 
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the team’s work in a general sense. 

Q What was the team’s work with regard to the 
transcripts? 

A Two things: Again, and I think I have 
stated this before, and I will state it again. One 
is that we reviewed them in order to assist the 
Secretary or assist in the preparation of the 
Secretary’s testimony. 

And secondly, we served as a conduit, or we 
served as a - just a single source that - private 
counsel for Treasury witnesses could obtain copies of 
them. 

Q When you say you reviewed the transcripts 
for the Secretary, what did that review entail? 

A My review entailed, I believe, reading 
three transcripts. My best recollection, it was Ms. 

Jean Hanson, who was then general counsel, Mr. Dennis 
Foreman, who was then deputy general counsel, and Mr. 
Joshua Steiner, who was Chief of Staff. 

I read those depositions or those 
transcripts and summarized them in a series of short 
bullet-type memos, bullet-type summaries. And I 
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believe 1 produced what I had of those to the 
committee recently in this production. That is, I 
produced the summaries. 

Q And did other people produce summaries of 
the other transcripts? 

A Yes. 1 don’t know how many transcripts 
there were. I don’t recall how many transcripts 
there were, but they were divided up among several 
people. I believe in every instance the other people 
were also attorneys on the staff of the — in the 
general counsel’s office at the Department of 
Treasury. 

Q Were they all members of the team that you 
referred to earlier? 

A No. The only members of the team were the 
five that I told you. 

Q And what people worked on the transcripts 
outside the five people you discussed earlier? 

A I don’t recall — I’m sorry, I don’t recall 
the names of any of -- well, I do. They were, as I 
said, they were all attorneys in the Office of 
General Counsel. One of them was a woman by the name 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7175 


27 

of Elizabeth Jones ~ I’m sorry, Sara Jones, who is 
no longer with the -- who is no longer a government 
employee. 

The others I, frankly, completely draw a 
blank on who they were. They came in for that — 
they came in for that effort, and it was a two or 
three-day turnaround, very quick, and went back to 
their regular duties. 

Q Who — during the time period, who did Ms. 

Jones report to? 

A Probably to John Bauman, I’m almost 
certain, Mr. John Bauman who is an assistant general 
counsel for banking and finance. 

Q Who does Mr. Bauman report to? Who did he 
report to? 

A He reported to Ms. Hanson, to the general 
counsel. 

Q Any reporting obligations to Dennis 
Foreman? 

A On Mr. Bauman’s behalf? 

Q Correct. 

A I’m not aware of what his reporting 
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requirements were. In fact, with respect to anything 
involving Madison Guaranty and Trust, Ms. Hanson was 
recused from all matters. 

I believe at one point — I don’t know what 
Mr. Foreman’s role was at that time, so I really 
don’t know what his reporting — line of reporting 
was. 

Q Do you remember the number of other 
attorneys that assisted the other attorneys from 
general counsel’s office? 

A I don’t recall exactly. I think it was 
three, maybe four, in addition to the team. Or 
actually, Mr. Rittling and I were the only two people 
on the team who were actively reviewing these. 

Q And creating the summaries? 

A And creating the summaries. Right. 

Q Who did the other three or four attorneys 
from Office of General Counsel report to? 

A They would have reported in the normal 
course of things to one of the assistant general 
counsels. 

For the purpose of these transcript 
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reviews, they were supervised by Mr. McHale, not by 
their, you know, their usual supervisors. 

That applies to Ms. Jones as well as the 
other two or three whose names I can’t recall. 

Q Do you recall how these people were chosen 
to lend a hand? 

A No, 1 don’t know. I don’t know how they 
were chosen. 

Q What was done with the summaries after they 
were created? 

A There was a meeting that Mr. McHale 
chaired. I’m not certain of the date. It was 
sometime during the week of July 25, I believe. 

It was either — it was the week of July 25 
or the following week. It was sometime between July 
20 and July 30. There was a meeting of all the 
people who had reviewed transcripts, and the 
summaries were there. 

And we went around the room, each of us 
summarizing our summaries for Mr. McHale — 

Q Oral summary for him? 

A Oral summary - for Mr. McHale’s use in 
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preparing testimony for the Secretary. 

Q If you think of the names of any of those 
other attorneys during any time of the course of the 
deposition, feel free to let me know. 

A Sure. 

Q Was anyone else at the meeting? 

A Mr. McHale and the people who wrote the 
transcripts were the only people — or wrote the 
summaries were the only people. 

Q Where did the meeting occur? 

A I don’t recall. It was a conference room 
somewhere in the departmental offices. 

Q And were the summaries distributed to 
anybody? 

A They were distributed to the other authors 
of summaries. In other words, we all shared ours 
with one another. 

Q That’s during the meeting? 

A At the meeting. 

Q How about otherwise? 

A I’m trying to recall. I have been unable 
to recall if they were distributed any further than 
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that. 

They resided in a file, file cabinet, file 

drawer. 

Q Where was that located? 

A Right outside my office where all the other 
Whitewater documents were kept, and they were kept 
along with the transcripts in a separate drawer that 
was just kept for that. 

Q Were different people on the team provided 
with specific copies of summaries or were they kept 
in one place or were there more than one copy? 

A Different people on the team — any of the 
five people on the team could have had access to them 
if they had a need to. 

Q Was Mr. Knight provided with any summaries? 

A I do not know. 

Q Do you know if he was provided with any 
copies of the transcripts? 

A I don’t know. 

Q Any of the summaries that were prepared, 
did any of those contain confidential information, 

RTC confidential information in them? 
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A Not that I’m aware of. 

Q Do you know if any of the - you said you 
did the Hanson, Steiner, and the Foreman summaries. 

Did any of those contain any specific reference to 
any confidential information regarding the RTC 
criminal referrals? 

A No, they did not. 

Q I would like to show you a document which 
was produced to the committee. 

It’s a multi-page document, Bates stamped 
1 — excuse me, 015244 through 015335. 

I would like to take you - have you take a 
look at it and show it to your counsel as well and 
ask you first some general questions about it, and 
then if I have specific questions, I will direct you 
to specifically — draw your attention to it. 

MR. O’CALLAGHAN: Off the record for a 

moment. 

(Thereupon, a discussion was held off the 

record.) 

BY MR. O’CALLAGHAN: 

Q I just showed you a document. I’ll give a 
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brief description. You let me know if I’m 
mischaracterizing it. 

It says multi-page document. The cover 
page says print file list. It is dated 7/28/94, 

12:10 p.m. There is a computer document listing 
here. It is it says file list. 

C:\DATA\WP\MADISON\SUMMARIE, spelled, I-E, 
backslash ~ two stars and it has got a list of — 
and it has a list of 26 names, which appears to 
reference numerous documents in this larger document, 
which appear to be summaries of depositions that were 
conducted. 

Have you seen this document before, the 
documents contained in it? 

A I have seen at least one page in the course 
of another investigation. I have seen -- some of the 
other pages look familiar to me, and I believe I have 
seen some of them. 

There are some pages, particularly the 
pages with the handwritten name on them, 1 have never 
seen those before. The typed pages with the — yes, 
the typed pages that have page numbers on the side, 
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let me look at one at random here if 1 can find one. 

I have seen some of those before. I can’t 
recall if I have seen all of them. 

Q And you are referring to numbers in the 
left margin at the paragraph. Correct? 

A That’s right. 

Q What is your understanding as to what this 
document contains? 

A Those appear to be transcripts — those 
appear to be summaries of the transcripts of 
summaries of the kind that I earlier referred to. 

Q These look like copies of the deposition 
transcripts that were done by - 

A They look like it — they look like it 
because of the page number, that particular style 
that they have. 

Q In a moment I’m going to ask you to 
identify the — certain documents here, which seem to 
refer to Ms. Hanson’s deposition summary and Mr. 

Steiner’s and Mr. Foreman’s. Did you have a chance 
to look at those when you reviewed the document? 

A Just now? 
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Q Yes. 

A Yes. I mean, 1 didn’t read them carefully 
no. 

Q Do they appear to be the summaries that you 
had done? 

A I couldn’t tell. That was 15 months ago. 

I haven’t — I have not reviewed them even once since 
that time. 

Q Have you seen the cover page before that 
lists all the different documents? 

A I have. 

Q Where have you seen that before? 

A I have seen it in the course of the 
investigation. 

Q I would like to show you another document, 
which is a multi-page document. The first page 
appears to be a fax cover sheet from the White House, 
with the Bates beginning at S007108. 

MS. KAPLAN: I’m sorry, say it one more 

time. 

BY MR. O’CALLAGHAN: 

Q SQQ7108, 7109, 7110, and 7111. 
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Take a moment to review that, and let me 
know when you have had a chance to scan the document. 
After reviewing the document I just showed you, there 
appears to be a deposition summary of a Steve 
Katsanos in there, which also has numbers in the 
left-hand margin beginning at the paragraphs. 

Does that appear to be one of the 
deposition summaries prepared by your office? 

A It appears to be. 

Q Do you know if copies of the deposition 
summaries were ever transferred to the White House? 

A I’m not aware that they were. 

Q Did you — 

MS. KAPLAN: Can I just ask you, is this S 

number — can I ask you whose production this would 
be? 

MR. O’CALLAGHAN: I believe it is the 

White House’s production. 

BY MR. O’CALLAGHAN: 

Q During July of 1994, did you have any 
contact with anyone of the White House counsel’s 
office. 
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A Yes, I did. 

Q Who did you have contacts with? 

A Names that I can remember are Sharon 
Conaway, mentioned here, Jane Sherburne, Sheila 
Chesterton, and a — the first name is Sean. I don’t 
recall the last name. 

Q Do you recall whether - does it refresh 
your recollection if I ask whether you ever sent any 
of the copies of the summaries to a Sharon Conaway? 

A I don’t recall ever sending any over to 
Sharon Conaway. 

Q Do you recall if anyone at the White House 
ever made a request to you for transcripts? 

A No. I don’t believe anyone at the White 
House ever made any request to me for transcripts, me 
directly. 

Q How about for summaries? 

A I may have spoken with one of the 
individuals in the white House counsel staff - might 
have called me to ask me if the summaries were 
available to them. 

Q Do you have any recollection of who that 
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might have been? 

A No, I don’t. 

Q When that might have happened? 

A It would have been in the last two weeks of 
July. 

Q Did you receive more than one request for 
summaries? 

A I don’t recall. Let me clarify. The 
conversations were not requests of me for summaries. 

They were questions — the question was whether — 
are those summaries available, will they be 
available. 

Q Were the requests made to you or someone 
else? 

A The request that I just stated were made to 
me, the question. 

Q Whether they were available? 

A Whether they were available. A request for 
copies of them, I don’t recall that was being made to 
me. 

Q Do you recall whether — what your reply 
was as to whether they were available? 
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A Oh, I said I have to check with my 
superiors. 

Q And did you do that? 

A No. The people said — whoever l talked to 
said that they would follow up themselves. 

Q For the record, I’m going to more fully 
describe the document 1 just showed you. The fax 
cover page says the White House on it. It is dated 
7/27/94. It is to Bill Taylor. It is from Sharon 
Conaway. 

The comment says, RTC will not release 
transcripts before tomorrow, but I’m able to send you 
this IG summary for you and Pat to see, but not 
public. 

Do you know whether the White House ever — 
were you ever aware that the White House sent copies 
of deposition summaries to any of the lawyers for any 
of the witnesses involved in the hearings on the 
White House Treasury contacts? 

A No. I’m not aware that they did. 

Q Do you know who Bill Taylor is? 

A No. I have never seen the name before. 
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MS. KAPLAN: What is the date on that fax? 

MR. O’CALLAGHAN: 7/27/94. 

BY MR. O’CALLAGHAN: 

Q I have got another document here Bates 
stamped S007913. It is a one-page document. It’s 
got a heading privileged and confidential attorney 
work product, draft July 27, 1994, and it reads, 

Jane. 

And the second paragraph reads too, David 
Dougherty at Treasury told me the RTC has not yet 
agreed to release his transcripts, but may do so 
tomorrow. He said they may seem very touchy about 
the transcripts, and I expressed to him some dismay 
that Treasury had given them to the White House. 

RTC’s concern is that it does not want 
non-public information released that it can impair 
its investigation. He stressed that it is important 
that nothing in the transcripts be made public, at 
least with attribution, until they are released. 

I told him we understood that. This 
afternoon he gave me summaries of the transcripts 
that he had not realized we did not have and told me 
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that the transcripts could be given to witnesses and 
their counsel. 

I faxed the Katsanos summary of three pages 
to Bill Taylor and corrected one statement that 
inaccurately reflected the testimony. I told 
Taylor’s associate the Treasure is concerned about 
not attributing information to the transcripts. 

Why don’t you take a look at that. 

Have you had a chance to review it? 

A Yes. 

Q First of all, have you seen that document 
before? 

A No, I haven’t. 

MS. KAPLAN: Can you just wait one moment 

and let me finish reading it? 

MR. O’CALLAGHAN: Sure. 

MS. KAPLAN: Thank you. 

BY MR. O’CALLAGHAN: 

Q After having me read the contents of this 
document, you have also read it, does that help 
refresh your recollection as to whether you provided 
any summaries to anyone at the White House? 
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A No, it does not. I recall having a 
conversation with someone — one of the four people 
that I mentioned. It obviously wasn’t Jane. I 
recall having a conversation in which I stated to 
them that the RTC — 

Q When you say them -- 

A Stated to the person from White House 
counsel, I recall saying that the RTC had not agreed 
to release its transcripts. The rest of it, I don’t 
have any recollection about. 

Q Do you recall whether — well, does it help 
refresh your recollection if I ask the question 
whether or not you remember ever asking for copies of 
transcripts or summaries back from the White House? 

A No, I don’t recall that at all. 

Q Do you know if — does this help refresh 
your recollection as to whether anyone at Treasury 
provided White House with copies of summaries? 

A No, it does not. 

Q Around July 27, were you aware that the RTC 
had some concerns about non-public information 
contained in the transcripts? 
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A Yes, I was. 

Q When did you become aware of that? 

A I’m not certain when I became aware of it. 

I was aware for — probably from early that — 1 was 
probably aware from the first of July, maybe even 
earlier, that the general counsel of RTC, Ellen 
Kulka, was concerned with Treasury not providing any 
information to anybody that came from RTC. 

Q How did you become aware of that? 

A I believe Mr. Schmalzbach told me of a 
telephone conversation he had with her. 

Q He had had a phone call with - 

A It could have been Mr. Foreman, not Mr. 

Knight. It could have been Mr. Foreman who had that 
telephone call with Ms. Kulka. 

That telephone call had to do with the 
document production to the Senate. So I was aware 
from that point that Ms. Kulka was concerned about 
RTC information. 

Q Was Mr. Foreman involved in any of the 
document productions? 

A I don’t recall. 

44 

Q I mean, did he lend assistance to your 
group? 

A In the very beginning of the document 
production for Mr. Fiske, he provided advice to us 
regarding our ethical considerations in the matter. 

I don’t recall -- I have one recollection 
of one other involvement of Mr. Foreman’s, and that 
had to do with a production or providing something to 
counsel for Ms. Hanson. 

He was called — 1 happened to be in his 
office, and he got a phone call from Audrey Pitt, I 
believe was the name. He was Ms. Hanson’s counsel. 

And I overheard parts of the conversation, 
which basically was that he couldn’t agree to Ms. 

Pitt’s demands. 

That was — 

Q Was that Harvey Pitt? 

A It is Audrey Pitt, and 1 forget Audrey’s 
name. This was Audrey, Harvey Pitt’s partner. I’m 
sure her name is in the record. 

But that’s the only other time. That was 
probably before the special counsel - Fiske had 
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completed the investigation. That was the only other 
time I recall Mr. Foreman’s involvement. 

Q How much contact did you have with Mr. 

Foreman during July of ’94? 

A Practically none. Mr. Foreman was going to 
be a witness before the committee in the Senate, and 
once I became a possibility, we built a wall between 
the team or at least between some people on the team 
and the witnesses. 

Q How is that wall constructed? What did it 
consist of? 

A It was understood that we did not talk 
about the matter in the presence of witnesses. 

Q Any formal documents created to establish a 
wall? 

A Not that I’m aware of. 

Q You said that some of the people were 
walled off. Were some people not walled off? 

A I’m sorry. Did I say some of the people 
were walled off? 

Q I believe so. You weren’t inclusive of 
everyone. 
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A Well, I didn’t intend to be. All of the 
witnesses were walled off from all of the five people 
on the team. 

Q The Secretary was going to be a fact 
witness. Is that right? 

A That’s right. But he was not walled off 
from the team. We were preparing the Secretary’s 
testimony. 

Q So it was with the exception of the 
Secretary? 

A With the exception of the Secretary. That 
was my understanding. 

Q You said you first saw the transcripts 
around the 20 of July, you think? 

A Probably right around that date. 

Q Could it have been earlier? 

A It could have been. 

Q Did you see them as soon as they were 
received by your office? 

A 1 don’t know. 

Q Was these — were these documents that you 
were anxious to get to help you in your preparation? 
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A No, not necessarily. 

Q Do you know if before the 20th if more than 
one request had gone the Inspector General’s office 
to receive copies of the transcripts? 

A I have no idea. 

Q Do you know when the first requests were 
made? 

A No, I don’t. 

Q Do you know who will made the request, and 
who they made it to? 

A No, 1 don’t. 

Q Were you ever told? 

A No, I wasn’t, not that I recall. 

Q Other than the review that you conducted of 
the transcripts, which involved preparing summaries 
of the transcripts, did you conduct any other type of 
review of the transcripts? 

A None other than being a participant for, at 
least, part of the meeting that I mentioned that 
Mr ~ when all of people who reviewed transcripts met 
together, I was at that meeting, at part of the 
meeting. I wasn’t at the entire meeting. 
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So I heard other people report on their 
summaries. 

Q Was that the sole purpose of that meeting, 
to discuss the summaries, or were there the other 
things discussed? 

A As far as 1 know, that was the only thing 
discussed. 

Q And you believe that occurred the week of 
the 25th, is that correct, or thereafter, soon 
thereafter? 

A Yes. It could have been the following 
week, though. 

Q Did you ever receive a copy of a draft 
report prepared by the joint IG investigation? 

A I received a draft chronology. 

Q When did you receive that? 

A I don’t recall the exact date. 

Q Did you receive it - 

A My understanding was that it was — my 
understanding when I received it was that it had just 
been prepared. In other words, it was ~ 

Q Hot off the press? 
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A — hot off the press, as they say. 

Q Had it been — had a copy been delivered to 
the Secretary, specifically? 

A I don’t know. 

Q The copy of the draft report that you 
received, was that given to you on — to receive on 
behalf of the Secretary? 

A I don’t know. It was given to me probably 
by Mr. McHale to review against, I guess, against 
transcripts, summaries, or documents to review it for 
accuracy. I was asked to review it for accuracy. 

And you have the document that we produced 
from my office that is a several-page document that 
has the suggested changes. 

As a result, that was partially a result of 
my review. I think other people participated in the 
production of that document - I mean, in the 
preparation of that document. 

Q Do you know how many people participated? 

A No, I don’t. I had completely forgotten 
about it until I was preparing for today’s 
deposition. I only remembered it when I saw it. 

50 

Q So there are various people from the Office 
of General Counsel who were comparing the draft 
report with copies of the transcripts and the 
summaries and other documents for accuracy? 

A I think it is more accurate to say there 
was more than one person. 

Q More than one? 

A I wouldn’t say there were various persons. 

Q Did do you recall whether Peter Rittling 
was one of the people? 

A I don’t recall. 

Q I would like to show you a document, which 
bears the Bates 14934 through 14938. 

The document 1 just handed you is entitled, 
Suggested Revision to IG Report. It has numbered 
headings, which refer to page numbers and then a 
bunch of paragraphs and handwritten notes. Have you 
seen this document before? 

A I have not seen this exact document. I 
have seen a typewritten version of this, or I have 
seen the typed part of it without the marginal 
comments. 
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Q The same format? 

A Yes. Let me clarify that. I have seen a 
document similar to this that looks like this without 
the marginal handwritten notes. I’m not certain 
whether the document I have seen is exactly the same 
as this one. It is the same style and format. 

Q What do you recognize this document as 
being? 

A It appears to me to be the factual — 
suggested factual corrections to the 1G report that I 
mentioned earlier that I had received — I’m sorry — 
the chronology. I had received the IG chronology, 
was asked to review it and see if there were 
corrections that needed to be made. 

This appears to be either what I prepared 
or part of ~ or what I prepared became part of this. 

I’m not sure which it is. 

Q Do you recognize the handwriting appears on 
the document? 

A Yes, 1 do. 

Q Whose handwriting is that? 

A Mr. McHale’s. 
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Q Mr. McHale is the person you report to. 

Right? 

A That’s correct. 

Q Just for clarity, I have a copy of a 
similar document. It is Bates stamp 14931 to 014933, 
which appears to be a later draft that incorporates 
the edits of — or at least some of the edits of the 
one I just showed you. 

MS. KAPLAN: In fairness to Mr. Dougherty, 

you’re saying it appears to be a later draft? 

MR. O’CALLAGHAN: I’ll ask him. 

MS. KAPLAN: With the pages — it is very 

hard without comparing these line-for-line to know 
whether it contains those changes. 

BY MR. O’CALLAGHAN: 

Q I’m not going to ask you what changes were 
made; what ones were weren’t made. But the document 
I just showed you beginning with 14931, is that an 
edition of suggested edits that were drafted by you 
or someone in your office? 

A Can you restate the question? 

Q Sure. Is this 14931 through 14933 a copy 
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of a draft that — of a suggested edits were prepared 
by you or people in your office? 

A It appears to be. In style and format, it 
appears to be similar to what 14934 through 14938 is, 
but I don’t know whether it is — it is clearly not 
exactly the same. 

Q Did your office ever provide suggested 
edits to the IG’s office on the draft report? 

A I don’t know. But could you rephrase that 
question, however? I don’t know what you mean by my 
office. 

Q Weil, let’s start with anyone on the team 
that was working preparing the Secretary? 

A Oh, I wasn’t sure what you meant. I don’t 
know. 

Q Do you know if anyone ever provided the IGs 
with a copy of edits prepared by the team? 

A No, I don’t know. 

Q What was your understanding of the purpose 
of you and others reviewing the transcripts and the 
draft report to make suggested edits. Who were they 
intended for? 
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A My recollection of the event was that I was 
asked to review the chronology, point out any errors, 
and write those up and give them to Mr. McHale. 

Q Were you ever informed of what purpose you 
were doing this for? 

A No. 

Q Were you told it was going to be used to 
brief the Secretary? 

A No. 

Q Were you ever curious as to why you were 
being asked to do it? 

A Not really. This was a very busy time. 

There were many, many documents around and hearings 
beginning to begin. We worked seven days a week. 
Something that needed to be done, needed to be done. 

We did it, moved on. 

Q You weren’t told who the end user was for 
this document? 

A 1 don’t recall ever being told. 

Q Were you ever told that the document or the 
suggested edits were requested by anyone working in 
connection the investigation? 
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A No, I was never told that. 

Q Were you ever told that Francine Kemer had 
requested suggested edits to the draft? 

A I don’t recall being told that. 

Q Do you know who Francine Kemer is? 

A Yes, I do. 

Q Who is she? 

A Ms. Kemer is an attorney in the legal 
division of the Department of Treasury. She’s 
assigned to the financial crimes network center, I 
believe it is the FINCNC (ck). 

Q What was her position during March through 
August 1994? 

A At some point during that time, and 1 don’t 
know how much of the time, she was general counsel to 
the inspector general of Treasury. She may have been 
in an active position. I’m not aware. 

Q Did you have any contact with her during 
this time period? 

A The March — 

Q The March through August time period? 

A I had one contact, one official contact 
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with her that I know of that I can recall during that 
time period. 

Q What was that? 

A It was on July 30, the day that the OGE 
report was supposed to be delivered to Secretary 
Benson. It was a Saturday. 

Ms. Kemer had come by the Department from 
her home, I understand. She told me she had come 
from home to get a copy of the OGE report. 

It wasn’t available while she was there. 

She saw me in the hallway and asked me if I would — 
when it came in, if 1 would make a copy for her and 
leave it with the — leave it at the guards’ desk and 
call her and leave a message on her answering machine 
to pick it up. 

As it turns out, the guards’ desk did not 
want to take possession of it when we obtained it, so 
I called her and left a message on the machine that 
it would be in my office and to go get the guard to 
unlock the door for her. 

That was the OGE report on the 30th of 


July. 
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Q You said earlier you became aware that the 
RTC concerns about release of confidential 
information — 

A No. Let me clarify. What I said was that 
I was aware that the RTC was concerned that Treasury 
might release information that belonged to RTC, and 
it was up — their concern was that RTC should make 
the decisions as to what information was released. 

Q With regard to your offices, your — with 
regard to your receipt and the people you were 
working with, the team, receipt of the transcripts, 
do you know if RTC was ever consulted before they 
were given to the team? 

A I don’t know. 

Q Did you make any inquiries after you got 
the transcripts as to whether they had been 
consulted? 

A I don’t recall making any. 

Q Did you know you were going to receive 
transcripts before you actually got them? 

A 1 don’t think I knew, no. 

Q Nobody told you that you were going to be 
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getting transcripts? 

A 1 don’t recall anybody saying that. At 
that point, another piece of paper coming in the door 
was not something 1 welcomed, regardless of its 
content. 

Q You reviewed a number of the transcripts. 

Is that right? 

A 1 reviewed, to the best of my recollection, 

Mr. Steiner’s, Mr. Foreman’s, and Ms. and Hanson’s. 

Q How about when preparing the suggested 
edits, did you just review those three, or did you 
review more? 

A I don’t recall. It is likely that I would 
have looked in a transcript for a -- for a proper 
citation to a page. That is to say if the draft 
chronology said that somebody said something on page 
12 of their deposition, I would look on page 12 to 
see if that statement was there. 

Q When you reviewed the transcripts, after 
you reviewed them, were you aware that there was 
non-public, confidential RTC information in some of 
the transcripts with regard to the criminal 
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referrals? 

A No, 1 was not aware of any non-public 
information in the transcripts. 

Q Have you since learned there was? 

A I have since -- 1 recall, probably from the 
hearings last August, the allegation being made 
that — by RTC that there were - that there was 
non-public information in the transcripts. 

Q Have you had any discussions with anyone at 
Treasury about that issue? 

A No, I have not. 

Q Has Mr. Schmalzbach brought it up with you 
are Mr. McHale or anyone? 

A No. 

MR. O’CALLAGHAN: Off the record. 

(Thereupon, a discussion was held off the 

record.) 

MR. O’CALLAGHAN: Back on the record. 

Q I show you a document with Bates stamps 
015286 through 015291. 

And it is looks like a summary of — it 
says, Summary of Jean Hanson’s 1G statement. Part 1, 
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and later on, dated July 1 1, 1994. Then on Bates 
stamp 015289, beginning middle of the page has a 
heading, Jean Hanson, Part 2, July 15, 1994. 

Take a look at that. Let me know when you 
have had a chance to review it. 
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6:00 p.m. 

BY MR. O’CALLAGHAN: 

Q Are the - the document I just handed to 
you, is that a document you produced, created? 

A It appears in style and format to be 
similar to the document that I produced that was the 
summary of Jean Hanson’s IG statement. 

Q Could you read to me the paragraph which 
begins with the number 30? 

A Do you want me to read it out loud? 

Q No. Just review it, and I’ll ask you a 
question about it. 

After reading that document, does that 
refresh your recollection as to whether any 
confidential RTC information with regard to criminal 
referrals were contained in any summaries? 

A No, it doesn’t at all. 

Q Have you ever been advised to what the RTC 
considered to be — let me rephrase — withdraw that. 

Have you ever been told - have you ever 
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learned what has been identified as confidential RTC 
information that was contained in the transcripts? 

MS. KAPLAN: Identified by whom? 

MR. O’CALLAGHAN: Identified by anybody, 

first, then I’ll ask more specifically. 

THE WITNESS: Yes. I have learned what 

the RTC had identified in some transcripts - what 
the RTC had identified in certain transcripts that 
they considered to be confidential, non-public 
information. 

Q How did you learn that? 

A I don’t recall. Somebody pointed out to me 
that the redactions — somebody pointed out to me in 
one or two transcripts that RT — and told me that 
RTC had redacted the number 9 in a few paragraphs in 
some transcripts. 

I don’t recall who told me that. 

Q Do you know if — were you aware, without 
discussing the substance of the redactions, or any 
other redactions that were made to transcripts, 
whether the information was limited to - 

A I’m aware that there were other redactions, 
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because I have seen the redacted transcripts, and 
they were at least a partial line that would be 
constitute more than the word 9 out of them. 

I don’t recall what is behind this. 

Q Referring to the document I just showed you 
and the paragraph with number 30, do you recognize 
any of the information contained in that paragraph as 
information that was redacted from the transcripts by 
the RTC? 

A No, I don’t, other than the number 9. 

Q Did Treasury ever provide the White House 
with copies of the transcripts in its possession? 

A Yes. 

Q When did that occur? 

A To the best of my recollection, it was on 
Saturday, July 23. 

Q Were you at work on the 23rd? 

A Yes, I was. 

Q Had you heard at any time prior to the 23rd 
that the transcripts were had been requested by the 
White House? 

A I don’t recall having heard that. 
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Q Did anyone relate to you any conversations 
they had with the White House people where they said 
they had been asked for copies of transcripts 
earlier? 

A I was given a copy of a letter to Jane 
Sherburne that, I guess, kind of transmitted the 
transcripts, and it is in the record. I believe that 
if I saw that, I might be able to refresh my 
recollection about what I knew. 

Q I might have a copy of it. I just handed 
you a one-page document, Bates stamp 6877, July 23, 

1994, a letter to Jane Sherburne, which I believe is 
misspelled, and signed by Stephan McHale. 

A In preparing for this deposition, I 
reviewed this document and concluded that the prior 
discussion referred to in paragraph 2 was prior to 
July 23, 1994. 

Q And how did you come to that conclusion? 

Were you told about a discussion prior to the 23rd, 
or did you hear later about it? 

A No. I — just in reading the letter, it 
seemed to me that there had been a prior discussion, 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7194 


65 

and it didn’t seem to me there was probably an 
opportunity to have had all of that discussion on the 
23rd. 

Q Why do you say that? 

A These kinds of decisions were usually made 
at fairly high levels, and -- 

Q So you don’t think this is just -- 
A I don’t think this would have been 
something that could have been together — this was 
an agreement that could have been put together on a 
Saturday. 

Q So it wouldn’t have just been a 
conversation between Mr. McHale and Ms. Sherburne to 
decide to make this transfer? 

MS. KAPLAN: Can I ask him if he knows 

that? 

MR. O’CALLAGHAN: Sure. 

THE WITNESS: I’m sorry. 

MS. KAPLAN: I’m asking if you know 

that - 

THE WITNESS: Do I know what? 

MS. KAPLAN: — or if your — 
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MR. O’CALLAGHAN: I can withdraw the 

question. We can get there another way. 

BY MR. O’CALLAGHAN: 

Q Let me just — I’m going to back you up a 
little bit and ask you, have you - did you see 
drafts of this document prior to July 23? 

A I don’t recall ever seeing it. 

Q Did Mr. McHale ever tell you that he had 
created a draft before the 23rd? 

A I don’t recall ever hearing that. 

Q How about Mr. McNamara, did he ever talk 
about drafts of the letter? 

A About drafts of this letter? 

Q Correct. 

A No, not that 1 recall. 

Q Did you hear on the 23rd that a request had 
been made by the White House for copies of the 
transcripts? 

A Yes, I did. 

Q When did you first hear that? 

A I’m not sure what time of day it was. 

Q What time did you get in the office that 
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day? 

A I probably wandered in around 9:30 or 
10:00. 

Q Wandered in around 9:30 or 10:00 Saturday 
is not too bad. 

A It was those days. 

Q Do you recall how soon after when you 
arrived in the office that you heard that the White 
House had requested copies of transcripts? 

A No, I don’t recall how soon it was. 

Q What is your recollection of finding out 
about that the White House had requested copies of 
transcripts? 

A My — the best of my recollection, at some 
point that day Mr. McHale asked me to contact 
somebody in White House counsel’s office, and I don’t 
recall who it was, and to make arrangements to 
deliver the transcripts to her. 

Q So the first you heard of it was when you 
were asked to arrange for the transfer? 

A The first I recall hearing of it. 

Q Was there a specific person you normally 

contacted at the White House counsel’s office that 
had you more dealings with? 

A Not particularly — I didn’t have very many 
dealings, and so - no, I don’t -- probably -- no. 

No, I can’t say who it was. 

I can say that I did not typically talk 
directly to Jean nor did I talk the Mr. Cutler. 

Q What did you do after he asked you to 
contact someone in the White House’s counsel office 
to arrange the delivery? 

A 1 called whoever it was that he had 
suggested. 

Q Do you recall if it was in the afternoon, 
at night? 

A Afternoon. My best — to the best of my 
recollection, it was in the afternoon. 

Q Any specific reason why you think it was 
the afternoon? 

A Given the time I recall arriving at the 
office, the other things that were going on, I mean, 

I know other things were going on besides that, I’m 
sure I had things that were overdue from the Friday 
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before, and it would have been the afternoon. 

Yes. It would have been the afternoon 
based on that, and this is an aspect that l have 
previously reviewed rather carefully and was able to 
refresh my recollection to remember devices to cause 
me to reach the conclusion that it was sometime in 
the afternoon. 

Q What caused you to refresh your 
recollection in the past? 

A Well - 

(Thereupon, witness conferred with counsel 
off the record.) 

BY MR. O’CALLAGHAN: 

Q So I asked you how had you come to a — 

A ~ to refresh my recollection earlier? 

Q Yes. 

A It was in the course of another 
investigation. 

Q Earlier that day, do you recall what you 
were working on at the office? 

A No, I don’t. 

Q Were you reviewing transcripts? 
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A I don’t recall. 

Q You said you - after you received the 
transcripts in and around the 20th, you thought you 
might have worked on them for two or three days to do 
summaries? 

A The summaries, I recall, were done in a 
fairly short period of time. 

Q Were they done by this time, by that 
Saturday? 

A Saturday the 23rd? I don’t think they 
were. In preparation for this deposition, I noticed 
one document that was produced from my office that 
was dated after the 23rd. In fact, I believe it was 
the Hanson summary, the Hanson transcript. 

Q So after you made the phone call to the 
White House to arrange delivery, what happened next? 

A We chose a convenient time. There may have 
been some period of time that passed. 1 don’t 
recall. But subsequent to the phone call, 1 picked 
up the box that I had been told contained the 
transcripts. I looked in the box just to make sure 
it contained that and not something else, and it 
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appeared to contain the transcripts. 

I carried them to the over to the old 
executive building, the 15th Street entrance -- I’m 
sorry, the 17th Street entrance. 

Q Did the box contain anything other than 
transcripts? 

A Not that I’m aware of, but I didn’t unpack 
the box. 

Q Where was the box located? 

A It was on the floor outside my office, the 
outer office area. 

Q You described your outer office area 
earlier. Is does that have a locked door to it, or 
is it an open area to the hallway? 

A It is a locked door. It is opened when 
it’s occupied, we keep the door open. It is locked 
when it is not occupied. 

Q How many people share that open area? 

A We have four attorneys, a paralegal, and a 
secretary. Four attorneys and paralegals in separate 
offices, and the open area is - the secretary is 
there. 
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Q This box contains copies of the transcripts 
that was in — 

A I was told that that’s what was in the box. 

Q You checked it. Right? 

A I just opened to see — that based in 
looking at the documents on top of the box, that’s 
what they were. 

Q They appeared to be transcripts? 

A They appeared to be the transcripts. 

Q Do you know where those copies came from? 

A No, I don’t. 

Q Were they produced by anyone you were 
working with, any members of the team? 

A I don’t know where they were produced from. 

Q Had you seen that box there before? 

A To the best of my recollection, the first 
time I saw it was when I came in that Saturday 
morning. 

Q So it was there when you came in? 

A To the best of my recollection. 

Q Do you know if those copies were made 
specifically to transfer the transcripts to the White 
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House? 

A No, I don’t know. 

Q Have you ever heard that? 

A No, I don’t recall ever hearing that. 

Q Do you recall exactly what time you went 
over to the White House? 

A 1 don’t recall exactly what time, no. 

Q Did you have to sign in? 

A No, 1 did not. We made an arrangement 
whereby the recipient — the recipient would meet me. 

The recipient met me in the lobby of the old 
executive office building. I never went into the 
White House with these -- on any matter that dealt 
with this. 

But I met her in the lobby of the old 
executive office building on the public side of the 
security desk. So I didn’t need to go through 
security; therefore, I didn’t need to sign in. 

Q There is a lobby on the 17th Street 
entrance? 

A That’s right. 

Q Did you have to sign in or sign out a 
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Treasure on Saturday when you came in and out? 

A No, we didn’t. 

Q Was there a guard on duty? 

A Yes, there was. 

Q Secret Service? 

A Uniformed Division, Secret Service. 

Correct. 

Q Did you get a receipt from the White House? 

A No, I did not. 

Q Who met you at the door to receive the 
boxes? 

A The person 1 talked to on the telephone, to 
the best of my recollection. 

Q You don’t remember who that is? 

A No, I don’t. 

Q Do you know if it was a man or woman? 

A It was a woman. 

Q Do you know what color hair she had or what 
she was wearing? 

A It was a Saturday, and 1 recall that we 
were all — it was a hot day in July. We were all 
came of dressed down. 
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I don’t recall what color hair she had, no. 

Q Was anyone with her when she came and 
picked them up? 

A Not to my recollection. 

Q How heavy was the box? 

A It wasn’t very heavy. I mean, it wasn’t 
difficult to carry along the stretch from 15th street 
to 17th Street. 

Q It was hot out there. Right? 

A It was hot, but I didn’t have to stop and 
set the box down. She was able to pick it up as well 
when I got there. 

Q Were you told that that contained all the 
transcripts that had been taken? 

A No. I wasn’t told anything about the 
details. It was, this is -- these are the 
transcripts that we’re going to provide the White 
House. 

Q Did you have any reaction to the fact that 
you were being asked to deliver the transcripts to 
the White House? 

A No. 
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Q You said earlier you were aware that the 

RTC was concerned about Treasury releasing 
information they considered to be RTC information. 

Was there any consideration given to whether the 
transcripts contain RTC information? 

A I don’tj know if there was. 

Q Were you involved in any discussions of 
that matter? 

A Not that I recall. 

Q Did anyone consult with the RTC before the 
transcripts were handed over to the White House? 

A Not that I know about. 

Q Was Mr. Foreman consulted about this 
transfer before it happened? 

A Not that I’m aware of. 

Q How about Ms. Hanson? 

A Not that I’m aware of. 

Q Did you go over by yourself when you made 
the delivery? 

A Yes, I did. 

Q 1 would like to turn your attention to the 
transmittal letter again of the 23rd. You said — 
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looking at the second paragraph, you said that was 
a — this is, I believe, a discussion or process you 
didn’t think could have been done on a Saturday. Is 
that right? 

A Couldn’t have - that’s right. I don’t 
think that a discussion of that nature that came to 
that conclusion is likely to have come out of the 
blue on a Saturday morning. 

Q Are you aware of any discussions regarding 
any restrictions put on the transcript that occurred 
before the 23rd? 

A No, I’m not. I drew - I draw that 
conclusion only from my general knowledge of how 
decisions are made in the Treasury Department. 

Q Did — have you ever learned who asked for 
the transcripts from the White House, who made the 
request? 

A I have been told it was Mr. Cutler. 

Q Who were you told by that - excuse me, who 
told you that? 

A Mr. McHale. 

Q When did he tell you that? 
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A I don’t recall. 

Q What did he tell you? 

A What — 1 don’t know the exact - 

Q Did he say, Cutler asked for the 
transcripts or - 

A I don’t recall the exact language, only 
that this was something that Mr. Cutler wanted. 

Q Was that — did he tell you contemporaneous 
to or relatively contemporaneously to when you 
delivered the transcripts, or was it -- 

A Relatively contemporaneous. 1 mean, it 
wasn’t — I don’t recall it being part of the 
direction to take them over there. 

It may have occurred earlier in the day. 

It may have occurred the day before. It may have 
occurred a couple days later. 

Q This might help you out. Were you 
surprised that you were being asked to take the 
transcripts over, or had you had an idea they were 
going to go over? 

A I didn’t have any idea they were going to 
go over, but I wasn’t surprised. 
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Q Why weren’t you surprised? 

A What was there to be surprised about? 

Q You saw nothing irregular about it? 

A No. 

Q Are you aware of any discussions that 
occurred or took place between Mr. Cutler and 
Secretary Benson with regard to transcripts? 

A No. 

Q Have you ever been told about any? 

A No. 

Q Has anyone ever told you that the Secretary 
wanted to accommodate Mr. Cutler in his request for 
the transcripts? 

A I don’t recall that anyone has ever told me 
that. I think 1 have seen it written some place. It 
might be written in this letter. I don’t know. 

There are documents — there are documents 
that state that the -- that Mr. Cutler wanted to take 
a — in the interest of time and resources, wanted to 
use the lG’s interview deposition or the lG’s 
transcript rather than conduct his own. 

There are documents to that effect that I 
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have seen. 

Q Were you aware of any those considerations 
that were going on during March through August of 
’ 94 ? 

A Can you be a little more specific? 

Q Sure. Any conversations with regard to 
facilitating either the White House’s investigation 
or the lG’s investigation to the sharing of 
resources. 

A Was I aware of any conversations about 
that - 

Q Yes. 

A - in that whole period of time? I’m aware 
that at least on one occasion subsequent to the — to 
Mr. Fiske’s report, there were — there was a 
discussion at fairly high levels between Mr. Knight 
and probably Mr. Cutler, perhaps Mr. McClarty. 

I’m not sure it was a very high level. I 
was told that the resolution of the matter of the 
sharing of resources would be determined - would 
most likely be determined as a result of the 
conversation between Mr. Cutler and Mr. Benson. 
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I don’t know if that conversation ever 
occurred, but I was told that that’s how — that’s 
how it might happen. 

Q Do you recall what particular matters 
needed to be resolved? 

A No, I don’t. 

Q What did you hear about this conversation? 

A I heard about that in Mr. McHale’s office, 
whether he specifically was talking to me or whether 
I was there doing other things — in the 
conversation. 

Q Do you recall if anyone else was there? 

A No, I don’t. 

Q Do you recall whether he was talking to 
somebody on the phone? 

A I don’t recall. 

Q Have you heard of any other conversations 
on the subject? 

A Could you be a little more — 

Q Who was sharing the resources in 
facilitating each other’s investigations? 

A Conversations between — 
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Q - between anyone on this subject of the 
White House and IG facilitating each other’s 
investigations? 

A Let me get clear what you’re referring to. 

You’re referring to the White House and the IG’s 
sharing of resources? 

Q Correct. 

A Oh. Well, let me correct my earlier 
statement about the conversation between Mr. Cutler 
and Mr — and Secretary Benson. That was not about 
the IG report. That was about the document 
production to the Senate. 

Q Being prepared by — 

A I prepared - I did the production or the 
team did the production. I did most of the work on 
it. And there was that — there was a discussion 
subsequent to the production of the - to the Senate, 
there was a discussion in Mr. McHale’s office 
regarding our sharing our production with the White 
House, and the White House sharing their production 
with us. 

And the upshot of that conversation was, 
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according to Mr. McHale, was that this might be 
resolved by Mr ~ in effect, he said this may be -- 
have to be resolved by Secretary Benson speaking to 
Mr. Cutler. 

Q Do you know if it ever was resolved that 
way? 

A No, I don’t know. 

Q Was it eventually resolved? 

A It was eventually resolved. 

Q Did the ~ did your office provide any 
document to the Treasury IGs to help assist them in 
their investigation? 

A Clarify what you mean by my office. 

Q I’m sorry. Anyone in the Office of General 
Counsel? 

A Provide information to the IG? 

Q Documents. 

A Oh, I don’t know for sure. I don’t know 
whether we provided any documents. 

Q Do you know if the Office of General 
Counsel provided White House documents to the 
Inspector Generals? 
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A I don’t know. 

Q Do you know if — well, the IGs made a 
request to the White House. Is that right? 

A I don’t know. 

Q Do you know if documents that were 
requested by the IGs were first delivered to the 
Office of General Counsel and then transmitted to the 
Inspector Generals? 

A I don’t know. I had no involvement in the 
IG investigation. 

Q Who received for the Office of General 
Counsel in preparation for the hearings, who received 
the White House production in connection with that? 

A I don’t know who received it. It ended up 
in the -- in our document file. 

Q The group you were working with had control 
over those documents. Is that right? 

A That’s correct. The team had control over 
those documents. 

(Thereupon, a discussion was held off the 

record.) 

MR. O’CALLAGHAN: Back on. 
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BY MR. O’CALLAGHAN: 

Q With regard to the documents that were 
handed over to the White House on the 23rd, the 
documents you delivered, what was the process of 
Treasury that allowed those transcripts to go over? 

Who was involved in the decision making 
process to have them delivered over? 

A As far as 1 know, that was the decision of 
the more senior people on the team. 

Q Do you know specifically who was involved 
with that? 

A No, 1 don’t know. 

Q Who are the more senior people on the team? 

A Mr. McNamara, Mr. Schmalzbach, Mr. McHale. 

Q Who did they consult with? 

A With regard to? 

Q The transfer of the transcripts. 

A I don’t know. 

Q Did they have discussions with Mr. Knight? 

A 1 don’t know. 

Q Did they have any discussion with the 

inspector general for Treasury? 
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A I don’t know. 

Q Have you ever heard that? 

A I don’t recall ever hearing that. 

Q Did you have any contact with the Treasury 
inspector general during the March, August time 
period? 

A Other than the — with the inspector 
general himself, the acting inspector general, Mr. 
Sesca (ph)? 

Q Yes. 

A No. 

Q You have already testified about contacts 
with Ms. Kemer. 

A That’s correct. 

Q Did you have any contact with anyone else 
involving this investigation? 

A In the 1G investigation? 

Q Correct. 

A No. 

Q Do you know if any transcripts were 
transferred to the White House before July 23, 1994? 

A 1 don’t know. 
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Q Were any transcripts transferred - 
delivered to anyone else outside the Office of 
General Counsel? 

A Yes. The transcripts were made available 
to counsel for private counsel for Treasury witnesses 
who were — Treasury witnesses who had chosen to 
retain counsel rather than be represented by Treasury 
counsel. 

Q When were they provided with copies of 
transcripts? 

A To the best of my recollection, it was the 
week of the - the week following the 23rd. So it 
would have been like the 25th, sometime during that 
week. 

Q Was that a mass distribution, or did they 
go out at different times? 

A No. It was — the arrangement was that 
counsel were informed that they could - they could 
come and get copies. 

Q Come pick them up? 

A Come pick them up. They needed to make 
arrangements with somebody on the staff to do so. 
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And they would send a messenger over or something. 

1 didn’t handle any of the details of that. 

I just happen to know that was the arrangement. I 
did tell a few — tell at least one private counsel 
that that was the arrangement. 

Q Were copies of all the transcripts 
available to the counsel for the witnesses? 

A I don’t know. 

Q Do you know if they were limited in how 
many transcripts they were allowed to look at or take 
with them? 

A Not that I know of. 

Q When 1 say how many, for the different 
witnesses’ transcripts - 

A They were permitted - they were given 
copies of transcripts other than the - other than 
their client’s, yes. 

Q Who coordinated that exchange? 

A Well, the decisions as to - as to do it at 
all, and if there were any restrictions, conditions, 
those decisions were made by the senior people on the 
team. 
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The actual coordination of it, the logistic 
coordination, was done by me and Mr. Rittling. 

Q Were any restrictions put on these 
transcripts? 

A I’m not aware of any. 

MR. O’CALLAGHAN: I have no further 

questions at this time. 

EXAMINATION 

BY MR. SCHAUER: 

Q Mr. Dougherty, it is not my intent to go 
over anything that is already covered, but I’m 
following up some things, and I may have to overlap a 
bit and try to be as brief as possible. 

A Okay. 

Q You testified earlier with regard to the 
summaries that you and others in the group prepared. 

In your conversations with anyone at the White House 
counsel’s office, did you ever get a request from 
them that those summaries be sent over? 

A Not that I recall. 

Q Were you aware that they were aware that 
those summaries existed? 
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A Yes, I was aware that they knew those 
summaries existed. 

Q Did you have an understanding of how it 
came about that they knew that they existed? 

A No. 

Q 1 want to show you a document. 1 have no 
belief that you have ever seen it, but I just wanted 
to show you everything we have with regard to — not 
everything, but some things we have with regard to 
the preparation of those summaries and the White 
House’s possession thereof. 

This document is identified is as S0071 12 
purporting — 

MS. KAPLAN: I’m sorry, S007 - 

MR. SCHAUER: 112. 

BY MR. SCHAUER: 

Q — purporting to be to be a handwritten 
note from, I believe, Sharon Conaway although it is 
marked S to Jane, 1 believe that should be Jane 
Sherburne. 

Take a look another that. Take as such 
time as you would like. 
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MR. O’CALLAGHAN: Counsel, for your 

assistance, 1 believe also that Bate stamp follows 
the fax cover sheet and the deposition summary that 
we referred to earlier involving Ms. Conaway. 

MR. SCHAUER: Thanks. 

BY MR. SCHAUER: 

Q Have you seen that document? 

A No, I have not. 

Q Does that refresh your recollection as to 
any of the matters that you have testified to? 

A No, it does not. 

Q Does this come as any sort of surprise to 
you? 

A Does what? 

Q The existence of this memo? 

A The content of the memo? 

Q Right. 

A Surprise is too much too strong of a term. 

It doesn’t come as surprise, but it is not something 
that I was aware of before, or that 1 recall I’m 
aware of. 

Q Thanks. Moving along, 1 want to focus in 
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on your role in reviewing the draft report. 1 
believe you testified earlier that you reviewed the 
chronology. Is that correct? 

A That’s correct. 

Q Did you review anything else? 

A No. 

Q Only the chronology? 

A That’s correct. 

Q And in reviewing it, 1 believe you 
testified that you reviewed it for accuracy? 

A That’s correct. 

Q Was there any other reason explained to you 
why you were to review the document? 

A No, there wasn’t. 

Q Did anyone direct you that in the course of 
your review, you should slant the ultimate report in 
a particular way? 

A No. 

Q And when you say it was to review for 
accuracy, do you just mean cite checks and — 

A That’s correct. To review for - I don’t 
think 1 used the term accuracy earlier, but if I did, 
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what I meant was accurate authority. That is to say 
that what the chronology relied on -- what the 
chronology claimed to have relied on, it, in fact, 
relied on that information. 

That was very much akin to cite checking. 

Q Just to be clear, you weren’t in any sense 
reviewing accuracy of the underlying sources? 

A No, I was not. 

MR. O’CALLAGHAN: Counsel, could you 

clarify that a little bit? 

BY MR. SCHAUER: 

Q My understanding of what you were doing was 
checking to make sure that the underlying sources of 
the chronology matched the chronology? 

A That’s correct. I did not examine the 
underlying sources for this accuracy. 

MR. O’CALLAGHAN: Are you are referring to 

the transcripts? 

MR. SCHAUER: The transcripts are — 

THE WITNESS: I’m not sure what - I don’t 

recall what all the underlying sources were. There 
were at least transcripts. There may have also been 
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documents. 

MR. O’CALLAGHAN: That was the 

clarification I was looking for. 

MR. SCHAUER: Okay. I’m sorry. 

BY MR. SCHAUER: 

Q I show you a document which you testified 
about earlier. It is marked 6877, a letter from 
Stephan McHale to Jane Sherburne, which it has been 
noted Ms. Sherburne’s is misspelled. 

I want to just test the strength of your 
belief that the language in the second paragraph 
which says. As we discussed, would refer to a 
discussion that took place prior to July 23 of that 
day. 

A Okay. Let me clarify what - a couple - 
as we discussed — what I — what I think that meant 
was not simply what Mr. McHale and Ms. Sherburne had 
discussed, but other discussions that had been held 
by people in the Department of Treasury prior to that 
day. 

So I recall — yes, I certainly recall that 
there were discussions regarding the use of the — 
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regarding being provided the transcripts — being 
provided them and the use thereof prior to the 23rd. 

There were discussions held within the 
Department of Treasury. I’m told that there were. I 
was not privy to any of them, but I’m told there 
were. 

And that’s the prior discussions that I’m 
referring to here. 

Q I just want to clarify here. Your 
testimony is that you were told that there were prior 
discussions within the Treasury Department regarding 
this issue? 

A That’s correct. 

Q Can you recall when you were told of these 
discussions? 

A Generally, at the time the discussions were 
about to be held, and usually that was the case. I 
might be in a meeting working on a document 
production. Someone would have to leave to go to a 
meeting on something else and say, Would you continue 
to work on this, because we’re going to be discussing 
something that you’re not working on. 
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Q So do you have a specific recollection of a 
conversation in which you were told that people 
within Treasury were discussing the issue of 
transferring the transcripts from Treasury to the 
White House prior to July 23, 1994? 

A I couldn’t name a date or time or any of 
the individuals involved other than Mr. McHale. But 
I have ~ I recall that prior to that date there 
were — 1 was told that there were discussions about 
the transcripts and their use by private counsel and 
use by the White House. 

Those discussions were sometime prior to 
that. I was told that there are — were going to 
discuss this, this afternoon, or we just did discuss 
this. 

Q Do you have any specific recollections of 
being told that the White House was requesting these 
transcripts prior to July 23rd? 

A I don’t have any specific recollection of 
that, no. 

Q Do you have any general recollection? 

A My general recollection is that prior to 
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the 23rd, there were discussions, because there are 
the records that — you have the records — you have 
in your possession, there are records that indicate 
that Mr. Cutler, in the interest of efficient 
resources, wanted to use the IG’s resources for this 
purpose. 

I also have a general recollection — I 
also have a general recollection that counsel for — 
privately retained counsel for Treasury witnesses 
wanted access to them and that there were discussions 
about that prior to the 23rd. 

Q About access for - 

A Access by private counsel. 

Q — for Treasury witnesses? 

A For Treasury witnesses, right. There was a 
three-part -- my part was a three-part - when the 
team was preparing Secretary Benson and, in fact, 
preparing everybody in the Treasury to testify on 
behalf of the department, there were certain 
individuals in the Treasury Department who chose to 
be represented by private counsel rather than 
Treasury Department counsel. 
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Mr. Cutler was representing all of the 
employees of the White House. So we had those three 
interests, the team, the private counsel, and Mr. 

Cutler, all were interested in some way or another in 
the transcripts. 

Q As to the specifics of the discussions 
between people in the White House, the White House 
counsel’s office, and people in the Treasury, do you 
have any knowledge of the discussions that went on 
between them regarding this issue or regarding the 
timing of this issue? 

A No, 1 don’t. 

Q And just to clarify, when you said that you 
believed - when you talked about "as we discussed," 
your reading of that "as we discussed" in this 
document 6877, is discussions that not only took 
place between Jane Sherburne and others in the White 
House counsel’s office and the Treasury Department, 
but also conversations or discussions that took place 
between and amongst people within the Treasury 
Department? 

A That’s correct. That’s my understanding of 
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what that means. 

Q Thank you very much. You testified earlier 
that you didn’t know if anyone within the team or 
within Treasury had spoke with RTC or discussed the 
RTC’s concern about handing over information that the 
RTC considered to be RTC confidential information. 

You testified that you didn’t know of any 
such discussions. Do you know or have any reason to 
believe that such discussions didn’t take place? 

A I’m sorry. Would you rephrase that? 

Q I guess the strength of your answer of not 
knowing is what I’m trying to test here. 

A Of not knowing about - 

Q Either discussions amongst the team about 
the RTC’s concern or discussions with people at the 
RTC about the concern. 

You testified that you didn’t know that 
such discussions took place. Is that you didn’t know 
one way or the other, or you don’t think such 
discussions - 

A Oh, I don’t know one way or the other. The 

only thing that 1 do know is that — and 1 have 
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testified to this — that I knew early in the month, 
if not late in the month, it would be late in June, 
that the RTC had a strong, for lack of another term, 
proprietary interest in any information of theirs. 

Not that — I was not aware of anything 
that the RTC had identified as being confidential or 
non-public. I was only aware that the RTC considered 
any of their information to be their information and 
that they would make all decisions about it, not the 
Treasury Department. 

Subsequently, as 1 also testified to, 
although I’ll repeat it for clarification purposes, 
subsequently, I was told by someone else, and I don’t 
hope who it was that the - that all ultimately the 
information that RTC insisted on being redacted from 
the transcript - that RTC officials redacted from 
the transcript consisted largely of the number 9. 

MR. SCHAUER: I have nothing further. 

EXAMINATION 

BY MR. O’CALLAGHAN: 

Q I just have a couple more. I won’t keep 
you here too much longer. We were discussing earlier 
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about suggested edits and revisions that you and 
other people put together to — with regard to the 
IG’s draft report. 

And you said you didn’t know if those edits 
were given to the IG’s office. Is that right? 

A That’s correct. I don’t know what happened 
to them. 

Q I would like to show you a document that is 
Bates stamped 01495, looks like an 8. Take a moment 
to review that. Let me know when have you had a 
chance to complete your review. 

(Pause.) 

BY MR. O’CALLAGHAN: 

Q What 1 have just handed you an is a 
one-page document dated July 29, 1994. It is a 
memorandum for Kenneth R. Schmalzbach, spelled 
S-C-H-M-A-L-Z-B-A-C-H, from R. Peter Rittling, and 
the subject is review of the OIG’s final chronology 
of White House contacts. 

Have you ever seen this document before? 

A I don’t recall ever seeing it before. 

Q Is Peter Rittling one of the people who 
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worked on suggesting edits to the draft chronology? 

A As far as 1 know, Mr. Rittling did the same 
kind of thing that 1 just recently described a few 
minutes ago of checking authorities, in effect, "cite 
checking." 

Q I’m just going to read you a section here 
that will says, The OIG incorporated many of our 
recommended changes in the final chronology. Some of 
the recommended changes were typographical errors, 
and some were substantive changes. 

After hearing me read that and also reading 
it, does that refresh your recollection as to whether 
you ever knew the lGs were being given a - copies of 
the suggested edits? 

A No, it doesn’t refresh my recollection. 

Q As a matter of fact, you don’t know whether 
or not they actually used any of the edits for the 
reports. Is that right? 

A No. I have no independent knowledge of 
that. 

Q Would you have been told of that, that that 
happened? 
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A Before — I have no recollection of ever 
seeing it before this. 

Q Independent of that document? 

A Well, independent of my seeing that 
document today. 

Q You discussed earlier the fact that counsel 
for Treasury witnesses were provided with copies of 
transcripts at a certain point, which you couldn’t 
particularly identify. 

Do you know whether counsel to Treasury 
witnesses actually received transcripts for witnesses 
other than the people they were representing? 

A To the best of my recollection, they did 
receive a set of transcripts. I don’t know whether 
it was a complete set. 

Q Was a basic set put together for the 
counsels to the witnesses? 

A That’s correct. 

Q And that’s what was distributed? 

A That’s correct. 

MR. O’CALLAGHAN: I have no further 

questions. Thank you. 
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(Thereupon, the deposition was concluded at 
7:25 p.m.) 
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PROCEEDINGS 

Whereupon, 

THOMAS MC LARTY 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 

MR. CHERTOFF: Mr. McLarty, before we 
begin, I would like to just make some preliminary 
observations about the nature of these proceedings. 

This deposition is being conducted pursuant 
to Senate Resolution 120, which established a Special 
Committee to conduct an investigation involving 
Whitewater Development Corporation and other related 
matters. You are testifying in this deposition in 
anticipation of public hearings. I can’t tell you 
now whether you’re going to be called at public 
hearings or not. What I can tell you is that the 
deposition will be held committee confidential until 
the hearings begin, at which point some or all of the 
deposition may become public. And in any event, in 
due course I think the deposition will, in its 
entirety, become part of the public record. 

We’re going to proceed by way of asking you 


a series of questions which you are obliged to answer 
under oath. If you don’t understand a question, 
please let me know and I’ll rephrase it. 

If you need a break either to consult with 
your attorney or for some other reason, let me know 
and we’ll go off the record. 

The stenographer is going to prepare a 
record of the questions and answers and before the 
hearing begins, you will receive an opportunity to 
review it in order to make corrections. 1 think 
realistically what that means is probably just about 
as soon as it’s done, we will contact you and you 
will be able to come in and look at it and make 
corrections. 

I should say to you, if you make 
corrections other than ministerial or clerical 
corrections, that in itself can be a basis to 
redepose you. If you are called to testify, you will 
receive a copy of the deposition four days in advance 
on the condition that you agree to restrict its use 
to yourself and your attorneys. 

Now, I see you’re represented by 
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Mr. Taylor. He obviously, or any of the counsel 
here, can make objections for the record. Please let 
us get this out and then you can go ahead and answer 
the question. 

There are two circumstances under which you 
would be directed not to answer the question. One 
would be if your counsel told you that there was an 
issue of privilege and you are not to answer. The 
second would be if there was an objection based on 
the scope of the resolution. In either event, if 
such an objection is raised and an instruction is 
given to you, let us try to resolve it on the 
record. If we can’t resolve it, then don’t answer 
the question and we’ll ultimately take it to the 
chairman, who’s the final arbiter of objections. 

EXAMINATION 
BY MR. CHERTOFF: 

Q Is there anything about the observations 
I’ve made to you that you would like to ask me 
something about? 

A No, I believe they’re clear. 

Q I would like to direct your attention, 

6 

Mr. McLarty, to May of 1993. In that month, did you 
know an individual by the name of Erskine Bowles? 

A I did. 

Q When did you first meet Erskine Bowles? 

A I met Erskine sometime in 1992 when he came 
to Little Rock on behalf of President Clinton. 

Q And in what capacity was he in Little Rock? 

A It was a meeting, and I can’t recall 
whether it was before Governor Clinton was nominated 
or not, but Mr. Bowles was supportive of Bill 
Clinton’s candidacy and came to Little Rock for a 
meeting about that candidacy for President. 

Q Did he have a position in the campaign in 
1992? 

A I was not part of the campaign so I don’t 
know the answer to that question. He was supportive 
of the President, but I don’t think there was a 
formal role or title, but I’m not sure of that. 

Q Do you know when he first met the 
President? 

A No, I do not. 

Q Do you know if he knew the President before 
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the campaign? 

A It was my impression he did, but 1 don’t 
know when they met. 

Q Other than that encounter in Little Rock, 
did you have any other contact with Mr. Bowles in 
1992 ? 

A Yes, 1 did. He asked me to come to 
North Carolina to meet with a group of supporters and 
businesspeople, Mr. Bowles is from the business 
community, quite successful in that regard, and after 
we met in Little Rock at the meeting I noted, he 
asked me to come to North Carolina and 1 did and 
spent about a day with him. 

Q Now, when did you first become aware that 
Mr. Bowles was being considered for a position in the 
Administration? 

A Mr. Bowles expressed an interest in serving 
in the Administration, and I was aware of that 
sometime after the election. And he asked to 
participate in the economic conference which was to 
be held in Little Rock in December, and I was 
supportive of his involvement in that economic 

8 

conference. 

Q Did he participate ir. that conference? 

A He was a staff person, one of many staff 
people that did a lot of the work on the conference, 
staff work on the conference. 

Q What was the next step that you were aware 
of in his becoming an appointee to the 
Administration? 

A Mr. Bowles said he would like to be part of 
the Administration, would like to make a 
contribution. He certainly had a record of proven 
accomplishment and it seemed to be a point in his 
career when this was a fit in that regard, and 
ultimately he was named to Small Business 
Administration by the President. 

Q Do you know how that particular post was 
selected for him? 

A I don’t recall exactly the process. 

Mr. Bowles did make his interest known. As 1 said, 
he had quite a proven record of accomplishment and 
distinction, so 1 certainly was receptive to his 
serving. It was my impression the President was, 
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too, and many other people. 

There were a number of possible positions 
he could have — was well qualified for, and this was 
one of them. I don’t recall the exact process. As 
we began to fill out the Cabinet and other related 
appointments, Mr. Bowles was considered and 
ultimately named. 

Q Did you have occasion to see him in 
Washington after he was nominated for the position of 
administrator of the SBA? 

A Yes, I would see him in the regular course 
of business from time to time. 

Q Well, 1 want to focus your attention on the 
period between his nomination and his confirmation, 
which 1 believe — his confirmation, I believe, was 
on or about May 6, 1993. During that period of time 
when he was in Washington, did you have occasion to 
see him? 

A I don’t recall. I may have had occasion. 

1 don’t recall seeing him in that particular time 

period in a specific way. What I was referring to, 

once he was confirmed and was serving as SBA 

10 

administrator during the ordinary course of business, 

I would see him once or twice a month. 

Q Do you have a copy or did you bring a copy 
of your diary with you? 

A 1 believe we did. 

MS. BERGER: We produced records. They 
were produced. 

BY MR. CHERTOFF: 

Q All right. I’ll get it from them. 1 want 
to direct your attention again in the period, let’s 
say April/May 1993, did you have occasion to have 
dinner with Mr. Bowles during that time? 

A No, I don’t believe 1 did. 

Q Have you ever had dinner with Mr. Bowles? 

A Sometime in February of ’94 when this 
question was first raised, he and his wife attended a 
dinner party that my wife and 1 hosted at our home 
for several other couples. 

Q Before that dinner party, you have no 
recollection of having dinner with him? 

A No, I do not. 

Q Did you have lunch with him during the, 
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let’s say spring or summer of 1993? 

A Mr. Chertoff, 1 can’t honestly say whether 
Erskine and I had a meal together or not. I’ve 
already said once he was in his role as SBA 
administrator, I would see him during the ordinary 
course of business, and on occasion. I don’t recall 
having a meal with him. 

Q In - 

A Other than the one I testified to earlier. 

Q In February? 

A Yes. 

Q Keeping your attention focused in 1993, did 
you have occasion to have discussion with Mr. Bowles 
concerning Capital Management or David Hale? 

A No, I did not. 

Q Has he ever mentioned - again, 1993, did 
he ever mention Capital Management or David Hale to 
you? 

A Mr. Chertoff, I don’t recall that he did, 
and I don’t believe that he did. 

Q Do you know John Spotila? 

A No, I do not. 

12 

Q He was general counsel of the SBA. Does 
that ring a bell? 

A No, sir, it — 1 accept your description of 
his responsibility, but I don’t believe I’ve ever met 
the gentleman you referred to. 

Q In 1993, when is the first time you heard a 
mention of David Hale and/or Capital Management? 

A I believe it was from public account, 
sometime later in 1993 at the time period you’re 
referring to. 1 don’t recall the specific time 
frame. 

Q Would that have been in September 1993? 

A Mr. Chertoff, I honestly don’t remember the 
time frame. At some point, Mr. Hale’s involvement in 
Capital Management became public record, and I 
believe that 1 learned of it on or about that time. 

Q Do you remember if you learned about it in 
connection with stories that appeared in the paper in 
which Mr. Hale made certain allegations concerning 
Governor Tucker and President Clinton? 

A Mr. Chertoff, I honestly don’t remember the 
nature of the stories or the specific allegations 
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that were made in the story. 

MR. CHERTOFF: One moment, off the record. 

(Discussion off the record.) 

BY MR. CHERTOFF: 

Q Back on the record. 

Directing your attention to the summer of 
1993, did you have a conversation with William 
Kennedy of the White House counsel’s office 
concerning allegations that had been made against 
President Clinton by David Hale? 

A 1 don’t recall visiting with Mr. Kennedy 
about that subject matter. 

Q Did Mr. Kennedy ever tell you he had talked 
to David Hale about allegations — withdraw the 
question. 

Did Mr. Kennedy tell you that he had ever 
spoken to David Hale’s attorney concerning David Hale 
and possible investigation of David Hale? 

A No, I don’t believe Mr. Kennedy ever 
conveyed that information to me. 

Q Did Mr. Lindsey in 1993 have any 
conversation with you about David Hale or Capital 

14 

Management? 

A I don’t recall that he did. It’s possible, 

Mr. Chertoff, that in the course of business when a 
specific news article hit or something, Mr. Lindsey 
might have mentioned that or 1 might have inquired 
about specific facts as Mr. Lindsey had been part of 
the campaign and had an institutional memory. I 
honestly don’t recall that, but that could have 
occurred in the ordinary course of business. 

Q Did Mr. Lindsey have responsibility in 1993 
for handling matters relating to allegations about 
Whitewater or other allegations relating to things 
that had occurred in Arkansas during the ’80s? 

A Not direct responsibility. Those matters 
generally would have been handled, as 1 remember 
them, out of the White House counsel’s office, but 
because Mr. Lindsey worked very closely with the 
counsel’s office and is now formally part of the 
counsel’s office, he is an attorney, as you know, by 
education and profession, the counsel’s office may 
well have relied on him and involved him in any of 
these matters that you refer to. 1 don’t know the 
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specifics there. 

My recollection is that counsel’s office 
dealt with these kind of matters and may well have 
asked Mr. Lindsey to participate but I don’t know the 
level of detail there. 

Q Do you know James Blair? 

A I do know Mr. Blair. 

Q How long have you known Mr. Blair? 

A Probably close to 20 years. 

Q Did you have occasion in 1993 to talk to 
Mr. Blair about either James McDougal or David Hale? 

A 1 don’t recall that I did. 

Q Let me focus you more specifically, in the 
fall of 1993, did you either directly or indirectly 
have any communication with Mr. Blair concerning 
James McDougal and/or David Hale? 

A Mr. Chertoff, I don’t remember any 
discussions with Mr. Blair about Mr. Hale. I think 
at some point, but I’m not sure of the time period, 1 
was aware that Mr. Blair had been asked to do some 
work on these overall matters regarding Whitewater 
and Madison. I was aware of that. And I think I saw 
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him on one occasion for, oh, a period of less than 10 
minutes about that. 

Q Did you see him in Arkansas or in 
Washington? 

A 1 believe he was in Washington. I was not 
aware he was in fact here, and I happened to see 
him. That was the nature of the conversation. 

Q Did this occur in 1993? 

A I honestly do not remember the time frame. 

Q Is there anything you remember about the 
circumstances of the meeting that would help us 
locate when in time it occurred? 

A No, sir, I don’t believe there are. I just 
recall what 1 have just testified to, that at some 
point, I believe it was in ’93, but I’m not 
absolutely certain of that, 1 saw Mr. Blair and we 
exchanged a brief conversation and it was my 
impression he was working on some of these matters. 

Q Did you see him in the White House? 

A 1 believe he was in the White House. 

Q Was he in the White House to see you or did 
you just happen to encounter him? 
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A I think I encountered him. He was not in 
the White House to see me. 

Q Do you remember who he was there to see? 

A No, I don’t. It was my impression he was 
working with the White House counsel’s office. 

Q Where did you actually encounter him? 

A I believe it was in the hallway in the 
White House. 

Q Now, if I’m not mistaken, the White House 
counsel’s office is on the second floor; correct? 

A Actually the third floor, if you enter in 
the basement and first floor and second your way, or 
the third floor, yes. 

Q And the White House counsel’s office is 
directly above the office that you occupied when you 
were chief of staff; correct? 

A That’s correct. 

Q Which hallway did you see Mr. Blair in? 

Was it the White House counsel’s office hallway or 
the one that you were situated in? 

A I think it was actually in the basement. I 
think I actually just saw him in the hallway of the 

18 

basement. 

Q What do you recall of the conversation you 
had with Mr. Blair? 

A I’ve really related about what I remember 
it. I had actually forgotten it until you phrased 
the question as you did. I wanted to respond 
forthrightly to it. 

Q Well, again, just so if you can go through 
it again, you encountered him in the hallway. Were 
you surprised to see him? 

A He had been to Washington on a number of 
occasions so I don’t think I was surprised to see 
him. And we exchanged conversation. I think I asked 
him what he was working on or what he was doing here, 
and he said he was working on some various matters 
regarding Madison and Whitewater as I remember it, 
and that was about the extent of it. I don’t know 
the time period, Mr. Chertoff, 1 can’t pin that down. 

Q Do you remember if it was when you were 
still chief of staff? 

A I believe it was. 

Q Did you have any conversation with anybody 
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after that in which they mentioned Mr. Blair’s visit? 

A I don’t recall that 1 had any conversation 
and I don’t remember his visit being mentioned to me. 

Q Do you know an individual by the name of 
Sam Heuer? 

MR. TAYLOR: Say again, please. 

BY MR. CHERTOFF: 

Q Sam Heuer, H-e-u-e-r. 

A I don’t believe I’ve ever met Mr. Heuer. 

Q Do you know who he is? 

A He’s an attorney in Arkansas. 

Q Do you know if he is an attorney for 
anybody in particular? 

A He represented one of the parties involved 
in Whitewater and Madison, and I’m not sure which 
party, Mr. Chertoff, to be honest. 

Q Now, did you have occasion — let me direct 
your attention to October of 1993, early in October 
when Governor Tucker came for a visit up in 
Washington. Excuse me just one moment. 

(Discussion off the record.) 

BY MR. CHERTOFF: 

20 

Q Back on the record. 

When did you first get to know Governor 

Tucker? 

A I met Governor Tucker when he was a law 
student at the University of Arkansas, after he 
graduated from Harvard and I was an undergraduate 
student at the University of Arkansas. That was in 
the late ’60s. 

Q When you were in private business, did 
Governor Tucker ever represent your company? 

A Didn’t represent our family business in our 
ongoing activities. There was one acquisition that I 
was a partner in with several other partners, that 
Governor Tucker represented the consortium, as I 
remember. 

Q Did you -- let me focus your attention back 
to October ~ 

A Let me give a more complete answer, just 
for the record. Governor Tucker or Mr. Tucker had 
done work for Arklaw prior to my joining the company 
as president and we continued to use his services 
after that. He was one of many attorneys the company 
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used. 

Q Were you or any company that you were 
affiliated with ever involved with Mr. Tucker in any 
business transactions other than his representation 
as a lawyer? 

A No, it was just that one time he 
represented the group that made this one acquisition 
but no business transactions. 

Q Directing your attention to early October 
1993, were you aware of the fact that Governor Tucker 
visited with the President during that period? 

A Yes, I was. 

Q Do you know how that meeting came about? 

A As I remember it, Governor Tucker requested 
the meeting. He was going to be in Washington, as I 
remember it, I believe for some other type of 
national meeting. I don’t recall the specifics. And 
we put it on the schedule as we normally did when 
governors requested such a meeting, particularly when 
they were going to be in Washington - when they were 
going to be in Washington, so this was a normal type 
of meeting schedule and we did so with Governor 

22 

Tucker. 

Q Did Governor Tucker actually meet with the 
President? 

A Yes, he did. 

Q Were you there during the meeting? 

A No, 1 was not. 

Q Did you meet with Governor Tucker 
afterwards? 

A No, I believe I met with him before. I had 
not recalled it until preparing for this deposition. 

And I think I met with Governor Tucker for five 
minutes or so. It was not on my schedule. As I 
recall it, either the President was running a bit 
late and Governor Tucker was waiting and I was — I 
was asked to visit with him until the President 
became available or I, out of professional, personal 
courtesy, went to the lobby and requested Governor 
Tucker to come in for a five-minute visit, we 
exchanged pleasantries. And then I believe, as I 
remember it, I walked him to the Oval Office where he 
met with the President and Mr. Mason from 
intergovernmental affairs. 
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Q Other than exchanging pleasantries, did you 
have any particular discussion with him? 

A Mr. Chertoff, I honestly had not remembered 
I had seen him. As 1 remember the conversation 
trying to recall it more specifically, it was a 
general exchange of pleasantries, and I believe 
Mr. Tucker had a couple of issues involving the state 
of Arkansas, which was again relatively normal for a 
governor to have. I don’t recall what they were. I 
think one may have been the DFAS center, accounting 
center, a number of states were very desirous of 
that, including Arkansas. 

Q When you met with Governor Tucker, was 
anybody else present? 

A 1 believe there was someone else in the 
room from my staff, although I don’t recall, and I 
think he had a staff member as I remember it, but I 
can’t say with certainty. 

Q Did Mr. Tucker, to your knowledge, meet 
with anybody else either before the meeting with the 
President or after the meeting with the President? 

When I say Anybody else, 1 ' I mean from the White 
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House. 

A I don’t know. I don’t believe that he 
did. He may have seen Ms. Rasco at some point in 
time because I think one of these issues, as I 
remember it, perhaps involved a welfare area, or 
subject in her area, but I don’t know that, 

Mr. Chertoff. 

Q Was Mr. Lindsey traveling with any — or 
did he come to the White House with any assistant or 
any member of his staff? 

MR. TAYLOR: Do you mean Lindsey? 

BY MR. CHERTOFF: 

Q I’m sorry, Mr. Lindsey - I’m sorry, 

Mr. Tucker, Governor Tucker. 

A Would you repeat the question? 

Q Did Governor Tucker, when he came to the 
White House, appear with someone who was a member of 
his staff or an assistant of some kind? 

A It seems to me that Governor Tucker had a 
staff member with him, but I honestly don’t remember 
for certain, and I don’t remember who it was. 

Q At the time of Governor Tucker’s visit, 
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1 were you aware of any newspaper stories or press 
\ 2 stories concerning allegations involving Governor 

3 Tucker and possible misconduct in Arkansas involving 

4 Whitewater or Madison or Capital Management? 

5 THE WITNESS: May we go off the record for 

6 a moment. 

7 MR. CHERTOFF: Sure. 

8 (Discussion off the record.) 

9 THE WITNESS: Mr. Chertoff, no, 1 don’t 

10 think I was aware of any articles or any matters. 

11 BY MR. CHERTOFF: 

12 Q Putting aside newspaper articles, were you 

13 aware of any information from any other source 

14 involving allegations about Mr. Tucker in connection 

15 with either Madison or Whitewater or Capital 

16 Management or Castle Water & Sewer? 

17 A No, I was not. 

18 Q Are you familiar with an entity or project 

19 called Castle Water & Sewer? 

20 A I have become aware of it from public 

21 accounts. And the reason I hesitated earlier is all 

22 of this we’ve talked before, goes over such a period 
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1 of time, 1 find it at least difficult to identify 

2 when 1 read about a certain matter and how that 

3 comports with other timing. That’s the reason 1 

4 hesitated. 1 have become — 

5 Q 1 understand it’s difficult, but as best as 

6 you can, to focus yourself in 1993, as of 1993 had 

7 you heard of Castle Water & Sewer? 

8 A 1 don’t believe I had heard of Castle Water 

9 & Sewer until it was part of some of the public 

10 reports that I read in the newspaper, and I don’t 

1 1 know what time period that was. 

12 Q Well, now, in the fall of 1993, did 

13 Mr. Lindsey ever discuss with you or in your presence 

14 any efforts he was making to learn whether there were 

15 going to be indictments in connection with either 

16 Madison or Capital Management? 

17 A No, he did not. 

18 Q In 1993, were you aware that the White 

19 House counsel’s office had obtained documents from 

20 the Small Business Administration regarding Capital 

21 Management? 

22 A No, 1 was not aware of that. 
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Q Who is Larry Wallace? 

A Larry Wallace is an attorney in Little 
Rock. 

Q Is he a personal friend of yours? 

A Larry is a friend, yes. 

Q Have you had occasion to see him in 
Washington since you came to Washington on January 

20, 1993? 

A I probably have seen Larry a couple of 
times here in Washington. 

Q Not to play hide the ball, 1 note from what 
you’ve produced in your calendar, there are some 
meetings with Larry Wallace, particularly I’m going 
to cite to you S 8396 for identification, and S 8397 
for identification which indicate a meeting on April 

21 . 

S 8398 for identification, which indicates 
a meeting of Friday, June 25. 

S 8400, which shows a meeting of Thursday, 

August 19, 1993. 

S 8402, which shows a meeting or dinner of 
December 10, 1993. 

28 

S 8403, which indicates some kind of a 
something, mention of Larry Wallace on your calendar 
of a date March — it’s kind of obscured here. It 
looks like it’s the 10th or something. It’s kind of 
cut off, but sometime in early March 1994. 

Now, can you — actually moving to the last 
couple of exhibits first, S 8403, can you indicate to 
us what that notation in your calendar denotes? 

A No. As I remember it, Mr. Chertoff, Larry 
would call either me or my office from time to time 
on a number of occasions. I would not return the 
call, I would ask a staff member to do it just 
because of the press of time. 

In this case, because I had tried to be 
professionally courteous and personally courteous and 
had known Larry, I returned this call and looks like 
I set up a time to call him where we made contact. 

Q Putting that aside, looking at the other 
exhibits, can you tell us as best you recall what 
these meetings are about? 

A Yes, to the best of my knowledge, this was 
with ConAgra, which was an agricultural concern based 
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in Nebraska, 1 believe, but has major interest in 
Arkansas and 1 think this was with their chairman 
that Mr. Wallace brought by in 1993. I don’t recall 
this meeting. 

Q When you say "this meeting," you’re 
pointing to the meeting of June 25? 

A Yes, June 25. It was to be held in 
Mr. Kneel’ s office, and I honestly don’t remember 
that. It was a meeting, 1:30 to 1:50. This looks 
like just a stop by, had known Mr. Wallace’s wife. 

It looks like they were in Washington and this looked 
like a five-minute hello visit when his wife was with 
him. 

Q August 19? 

A Yes. Then Friday, December 10 of ’93, what 
I recall is Mr. Wallace and his wife hosted a 
Christmas party and I think my wife and I stopped by 
this particular party for, oh, 20 minutes or so to 
say hello. I think we had a number of other 
engagements that particular evening, and then I have 
already noted the last one here on March of ’94. 

Q Did you ever have discussion with 
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Mr. Wallace concerning anything to do with Madison? 

A No, I did not. 

Q Did you ever have discussion with him 
concerning a project called Campobello? 

A No, I had not. 

Q Do you know Jerry Jones? 

A I do. 

Q And how do you know him? 

A Mr. Jones was a couple of classes ahead of 
me at the University of Arkansas. 

Q Have you had contact with him since you 
came to Washington as a member of the Administration? 

A On a couple of occasions. 

Q And just generally what kind of contact, 
social or business? 

A Primarily social. Mr. Jones called me, 1 
believe, and invited me to the Redskins game and the 
Cowboys were playing here a couple of years ago, and 
then, of course, when the Cowboys won the Super Bowl 
he and Coach Johnson at that time were in the White 
House with some of the players from the Cowboys, 
which is traditional for the Super Bowl winner. 
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Those types of activities. 

Q Have you had conversations with Mr. Jones 
concerning Madison Guaranty? 

A No, I have not. 

Q How did Erskine Bowles come to become 
Deputy White House Chief of Staff? 

A Mr. Panetta and the President asked him to 
be Deputy Chief of Staff. 

Q Were you involved in that process at all? 

A Not directly. There had been some 
consideration of Erskine serving in the White House 
after what 1 think was generally regarded as a very 
successful and meaningful tenure at SBA, and I was - 
had been a part of those discussions, and I certainly 
recommended him highly to the President for 
additional responsibility, if that seemed to work for 
all concerned, including the SBA. 

Q In connection with your discussions with 
Mr. Bowles at any time, did he ever indicate to you 
that he either intended to or had recused himself 
from any matters involving David Hale and Capital 
Management? 
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A I don’t recall any discussions about David 
Hale and Capital Management, and thus no discussions 
about Mr. Bowles recusing. 

Q Do you know James Lyons? 

A Yes, 1 do know James Lyons. 

Q Have you had conversations with Mr. Lyons 
concerning Madison Guaranty or Capital Management or 
Whitewater? 

A 1 don’t recall that I have. 

Q Have you seen him in the White House? 

A From time to time I’ve seen Mr. Lyons in 
the White House. 

Q Where? 

A Generally it’s been my impression he has 
worked with the counsel’s office. I have just simply 
encountered him, again, generally in the halls. I 
don’t recall any meetings with Mr. Lyons. I did not 
meet him until after 1 came to Washington, as I 
remember it. 

Q In connection with the encounter he had 
with Mr. Blair at the White House about which you 
testified previously, was that encounter, was 
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Mr. Lyons in the White House at the same time that 
you encountered Mr. Blair? 

A I don’t recall that he was, Mr. Chertoff. 

MR. CHERTOFF: I have nothing further. 

MR. KRAVITZ: Do you have his calendar from 
May 5 and 6? 

MR. CHERTOFF: 1 think what we’ve gotten 
are excerpts which I guess were produced to us as 
pertinent excerpts, none of which are May, 1 think. 

MS. BERGER: Well, the May - 

MR. CHERTOFF: We have April. 

MS. BERGER: We produced over the weekend 
to you -- there have been several requests to 

Mr. McLarty. The most recent one was for any entry 
relating to Mr. Bowles that was on May 5 or May 6, 

1993, and that was produced over the weekend, and 
there is an entry. Came from Jane Sherburne. 

MR. CHERTOFF: There is an entry? 

MS. BERGER: There is an entry on May 6. 

MR. CHERTOFF: I don’t have it with me. It 

may have just come over the weekend. 

MR. TAYLOR: Why don’t you get it while 

34 

we’re here? 

MR. CHERTOFF: Do you have a copy of it 
here? Great. 

THE WITNESS: I’m not a glutton, but I 
would like to cover it while we’re here. 

MR. CHERTOFF: I agree. 

MR. PIERSON: The record should reflect 
that Ms. Leslie Berger is also present for 
Mr. McLarty. 

BY MR. CHERTOFF: 

Q Back on the record. 

Since we just received a copy of Exhibits S 
12333 thiough S 12336, and let me just show you these 
and ask you if you can describe the documents from 
which these excerpts come. 

A Mr. Chertoff, this document 333 reflects an 
entry from my DayTimer which 1 kept, kind of my 
personal notes and to-do list and so forth, as well 
as an informal schedule. And then document 334 is my 
more formal schedule or my printed schedule for that 
day of May 6. 

Q Now, there’s an entry on 12333 which is 
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visible. Is that your handwriting? 

A It is. 

Q And can you tell us what that indicates? 

A It suggests, and it comports with the 
formal schedule, which lays out my full schedule. 

And you will see here on the formal schedule "note, 

Erskine Bowles and his family will be touring the 
West Wing and will be stopping in very briefly to say 
hello sometime around 8:45 to 9:00 a.m." And you 
note here, this is kind of a regular schedule and 
I’ve literally got it out to the left here, which 
means it’s optional or you try to do it, but it’s not 
a formal schedule, which comports with this. And it 
suggests that I had — it had been suggested to me so 
see Erskine and his family. I think Mr. Bowles had 
requested that if possible and it suggests I wanted 
to do it and I believe I did it on this day, 

Mr. Chertoff. 

I recall seeing Mr. Bowles and his family. 

I’m not certain it was this day. And what I remember 
is I saw he and his family in the Roosevelt Room, not 
in my office, and I spoke to them and exchanged 

36 

pleasantries with them and told them we were very 
pleased to have Erskine as part of the 
Administration. 

Q Why would his name have been entered in 
your handwriting in your personal DayTimer? 

A That’s the way it worked. I kept all of my 
appointments here that would comport with my printed 
calendar, just for my own kind of internal order of 
when I was going to do something. 

MR. PIERSON: The record should reflect 
that when he says "here," he’s referring to his 
personal DayTimer, 12333, he pointed his finger at 
that document. 

BY MR. CHERTOFF: 

Q Now, Mr. McLarty, was it your practice to 
fill out your personal DayTimer using the printed 
schedule? 

A Yes. The two would mirror each other 
essentially, not in every way, but it was kind of my 
personal note, it was my personal notation of 
appointments I had that day, and then my printed 
schedule was a more formal record of my schedule. 
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Q My question in this instance, though, is 
when you entered Erskine Bowles’s name on 12333 which 
is your handwritten entry, did you copy that off of 
your schedule or does it indicate that you had 
information about Mr. Bowles’s request from some 
other source? 

A No, in this particular point on my 
DayTimer, and not to get into too much detail here, 
this would reflect my schedule, which means 1 usually 
copied it off of this, or in some cases if 1 knew 
something two or three days before I might make a 
notation on my DayTimer before my formal schedule is 
printed. My to-do list is on another page of my 
DayTimer. 

Q Do you know how it is that you came to make 
the entry for Mr. Bowles’s name there, whether it 
came off the schedule or from some advance word? 

A No, it reflects that 1 was going to try and 
see Mr. Bowles and his family that day. That’s what 
this notation means. 

Q How did you learn that Mr. Bowles was going 
to come by and wanted to see you? 
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A 1 think he had made a request of my office 
that he would like me to see his family when they 
were in town, so it would have been on my list of 
requests. And 1 had agreed to do it, if at all 
possible, is what this suggests. And that’s what my 
formal schedule reflects and that’s what my DayTimer 
schedule reflects. 

Q Now, there’s a check mark next to E. 

Bowles. Does that indicate that in fact you had 
done — 

A That’s after the fact, 1 usually kind of go 
back and have a sense of accomplishment, check it off 
that you made that particular meeting. 

Q So that whether or not the meeting - the 
occasion in the Roosevelt Room is the same as the one 
that occurred on this date, the check mark indicates 
to you that you did, in fact, see Mr. Bowles on the 
6th? 

A Yes, yes. What I was saying is that — 
yes, that’s correct. I don’t know whether that was 
occasioned by his announcement, his confirmation. 

I’m not sure what the occasion was in terms of 
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Mr. Bowles’s family being here in Washington, but it 
reflects this entry. And the memory I have is seeing 
he and his family in the Roosevelt Room, and I think 
that’s the same day. 

MR. CHERTOFF: Nothing further. 

MR. KRAVITZ: Could we take about two 
minutes? 

(Recess.) 

EXAMINATION 

BY MR. KRAVITZ: 

Q Back on the record. 

Mr. McLarty, you’ve been asked some 
questions about documents that were produced over the 
weekend, Bates stamp numbered S 012333 through 
012336. To your knowledge, have your attorneys 
produced to the White House counsel’s office and 
through the White House counsel’s office to the 
Committee all references to Erskine Bowles that 
appear in any of your calendars or DayTimers for the 
month of May 1993? 

MS. BERGER: No. 

BY MR. KRAVITZ: 
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Q No? For May 6, 1993? 

A Yes. My attorney is certain I have 
instructed them and they have sought to fully comply 
with any requests that have been made by this 
Committee regarding this particular matter with 
Mr. Bowles and my DayTimers. I’m certain they have 
made a full effort to comply, as has my office staff. 

Q But your understanding is that all 
references to Erskine Bowles that appeared on May 6 
in any of — May 6, 1993 in any of your calendars or 
DayTimers have been produced to the Committee? 

A That’s my understanding, yes. 

Q Have you reviewed an unredacted version of 
your calendars and DayTimers for that day? 

A For May 6, I have reviewed them. 

Q Do dinners that you have ever appear in 
your DayTimer or your calendar? 

A Yes, they do. 

Q Does the absence of any indication in your 
DayTimer and your formal calendar for May 6, 1993 
that you had dinner with Mr. Bowles have any 
significance in that regard? 
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A Yes, it suggests there was no formal 
request for a dinner, which would be either on my 
block calendar if it were accepted or — which is the 
monthly calendar, or be on the formal daily calendar 
if I had accepted. And usually a dinner will be on 
the formal calendar just because of planning. If it 
is more spontaneous, almost always I will write in a 
note on my written DayTimer. Neither are there, 
which would suggest we did not have dinner that 
night. We did not have dinner that night. 

Q Is there any doubt in your mind that you 
did not have dinner with Mr. Bowles that night? 

A No, there’s not. There’s not. 

Q 1 want to direct your attention actually to 
a different — , actually before 1 move on to another 
subject, did you have dinner with Erskine Bowles on 
May 5, 1993? 

A No, I did not. 

Q Is there any doubt in your mind about that? 

A No. The only time 1 recall any dinner with 
Mr. Bowles was the social evening with he and his 
v/ife in February of 1994, and to the best of my 
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memory, 1 don’t think I’ve had a meal with Mr. Bowles 
but it’s possible we’ve had one, but not on May 5 or 
6 for dinner. 

Q I want briefly to direct your attention to 
a different subject in a different time period. In 
the spring of 1994, did you ask Mr. Cutler, who was 
then the White House counsel, to conduct an inquiry, 
internal inquiry regarding the subject of White 
House/Treasury contacts relating to Madison Guaranty? 

A Yes, 1 did. 

Q What were the circumstances under which you 
asked Mr. Cutler to conduct that internal inquiry? 

A As I remember it, the contacts had become a 
matter of public record and some controversy. 

Mr. Cutler had joined the White House as White House 
counsel and I asked him to fully review this matter 
both for the facts and also any particular problems, 
criticisms, concerns that he might have as White 
House counsel, and he did so. 

Q What were you contemplating would happen in 
the event that Mr. Cutler’s review determined that 
any White House officials had acted inappropriately 
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or improperly? 

A Well, in the review, I don’t think 
Mr. Cutler or me tried to prejudge the review or the 
outcome, but 1 did want a thorough review, which 
Mr. Cutler concurred in, to ascertain the facts, and 
had that review suggested or if it suggested that 
there had been certainly illegal contact or improper 
conduct and certain discipline needed to be taken, 
then we would have taken that. Whether it was 
removal or other disciplinary measures, which we had 
done in the past. 

Q So you contemplated the potential that 
personnel actions or other administrative actions 
might be taken as a result of Mr. Cutler’s internal 
review? 

A The possibility, but again not prejudging 
that. And 1 think perhaps even the public — some of 
the press accounts contemplated that might be the 
case. 

MR. KRAVITZ: Thank you. That’s all I 

have. 

EXAMINATION 
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BY MR. CHERTOFF: 

Q Just a couple questions. Regarding the 
issue of records which were produced, do you know 
which dates in May your calendar was reviewed for any 
references to Erskine Bowles? 

MR. PIERSON: Can we respond to that? 

MR. CHERTOFF: Maybe that’s easier, sure. 

MR. PIERSON: Leslie, why don’t you put on 
the record what our instructions were. 

MS. BERGER: Okay. Our instructions were 
that we could review May 5 and May 6 for any entry 
related to Erskine Bowles, and the months of April 
and May for anything that was Erskine Bowles that was 
related to Capital Management or Hale. 

So what you don’t have is anything in May 
that has the Erskine Bowles name but is clearly not 
that subject, because we understood that there had 
been an agreement between Majority and Minority staff 
concerning those records and that those were not 
being called for. 

MR. CHERTOFF: When you say "clearly not 
that subject," and Bill, if you want me to stop 
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questioning Leslie — 

MR. PIERSON: That’s all right. 

MR. CHERTOFF: My question is how do you 
make a determination — 

THE WITNESS: It was a notation, Michael, 
my calendar said NAFTA meeting, and then looking at 
the formal schedule, it had about 15 participants, 
including Erskine Bowles. I mean, clearly we were 
trying to get NAFTA passed on a bipartisan basis, and 
Erskine was part of that meeting, but it didn’t in 
any way go to Capital Management or David Hale. 

That’s, I think, an example of another notation. 

Erskine was not on my calendar, my 
DayTimer. It was on my formal schedule with the 
manifest of who was going to be in the meeting. I 
think that’s — 

MS. BERGER: That’s a good example, 

although that is not one that occurred in May, but 
that’s an excellent example. But there are some 
entries that are just Erskine Bowles’s name but we 
understood that wasn’t what you were asking for, and 
there are some where it is clear what the subject is 
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and it is not Capital Management or David Hale. 

THE WITNESS: Yes. And I think one of 
the -- just to complete this — are we on or off? 

MR. CHERTOFF: We’re on. 

MR. PIERSON: We’re on. 

THE WITNESS: I would give the same answer 
but 1 might give it in a bit more formal way. I 
think one of the other entries, Mr. Chertoff, was a 
matter regarding the SBA, not about Capital 
Management, David Hale, but I had been asked to 
follow up on by the President to get more 
information. And I had on my calendar, call Erskine 
about that, and that’s what it denotes is to call him 
in a follow-up way. I have forgotten, I think it was 
about the loans processed or something of that 
nature. 

MR. CHERTOFF: Off the record. 

(Discussion off the record.) 

MR. CHERTOFF: Back on. 

MR. PIERSON: I’m going to hand to you, 

Mr. Chertoff, these do not have S numbers on them so 
I leave it to you how the record will be constructed, 
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and we would like to have copies back. 

MS. BERGER: I have them. 

MR. PIERSON: Well, we’ll leave these with 
you, then. There’s a page from a DayTimer dated May 
7 with the name "Erskine Bowles" and a check mark and 
a page from a redacted schedule of Mr. McLarty for 
Friday, May 7. That refers to a 1:00 meeting with 
Erskine Bowles. 

MR. CHERTOFF: All right. Let’s mark these 
as Exhibits Ml and through M3, three pages. 

(Exhibits Ml through M3 identified.) 

BY MR. CHERTOFF: 

Q For the record, what we’ll do is take these 
as if they were produced and we’ll circulate them 
through the way we would a normal production. 

Showing you Ml ~ well, M3 is a blank page, 
correct? It’s a redacted portion of your schedule 
for May 7. 

A Right. 

Q Ml is your handwritten DayTimer, and 
Erskine Bowles is noted there on the right-hand 
side. What does that indicate to you? 
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A Mr. Chertoff, I don’t remember this 
specific notation or date. It may have been about 
this particular matter regarding the SBA that I was 
following up on to get additional information, but 1 
can’t say that with certainty. 

Q Let me show you M2, which is the formal 
calendar. 

A Well, I’m sorry, I’m sorry. Let me 
rephrase this answer in light of looking at both the 
sheets together, if I may. 

Q Okay. 

A This reflects, as 1 tried to explain — 

Q "This" being the handwritten? 

A I’m sorry, yes, on Ml, that comports with 
my formal schedule, a meeting with Mr. Bowles, which 
he may have requested because it has contact with his 
office to set the meeting up, but at any rate the 
notation on any formal schedule, which would indicate 
acceptance of a request that had been given to our 
office, is to meet with Mr. Gearan in the Deputy 
Chief of Staff s office. It has "Mark Middleton will 
also attend." It suggests we’re going to discuss a 
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matter and I’m going — then Mark Gearan will finish 
the meeting. And it comports with my personal 
keeping of my calendar on Ml, same time, a 1:00 
meeting. I don’t recall the subject matter here. 

Q The meeting occurred because there’s a 
check mark on Ml; correct? 

A That would suggest it did. I don’t recall 
the meeting but it would suggest that. 

Q Who is Mark Middleton? 

A Mark Middleton was my special assistant 
that worked in the White House on my staff. 

Q Did he have a particular area of 
responsibility? 

A He was a liaison with a number of Cabinet 
officers and other constituencies when I could not 
get back to someone, he would handle those kind of 
affairs as a staff member for me. 

Q Do you have any recollection of what this 
meeting was about? 

A No, sir, I do not. 

Q Mr. Bowles asked for the meeting? 

A I can’t say that with certainty. This 
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calendar suggests that but I just can’t confirm that. 

Q Do you know whether in the course of the 
meeting, Mr. Bowles brought up the issue of any 
investigation of an entity or company in Arkansas? 

A I certainly don’t recall that he did. 

Q Do you remember if he mentioned David Hale 
or Capital Management? 

A No, sir, I don’t believe that he did. 

Q But you can’t tell us what the meeting was 
about? 

A No, I can’t. 

MR. PIERSON: Consult for a second. 

(Discussion off the record.) 

MR. PIERSON: I’ve called to Mr. McLarty’s 
attention that this is either the day of or day after 
his confirmation. 

BY MR. CHERTOFF: 

Q Right. That was May 6. 

A Which 1 had not been aware of or had not 
focused on. Mr. Chertoff, what this suggests, but I 
can’t say with certainty, is to get Mr. Bowles and 
SBA moving in the right direction in terms of 
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coordinating with the White House, that Mr. Gearan 
would handle a lot of those day-to-day activities as 
Deputy Chief of Staff, that Mr. Middleton would be a 
liaison when 1 could not personally be in touch with 
Mr. Bowles, and that’s what this appears, that we’re 
getting started here, here is how we’re going to try 
to organize and run things in a responsive, 
coordinated way. That’s what it suggests. 

Q Do you know whether in the meeting 
Mr. Bowles brought up — let me withdraw the 
question. 

It appears to you from the fact that the 
contact is someone in Mr. Bowles’s office, that 
Mr. Bowles instigated the meeting? 

A Well, that usually is the case, but in my 
formal calendar it is also noted who the contact 
person is so it doesn’t confirm that. That usually 
suggests the case but not always. 

Q And do you know whether in the course of 
this discussion Mr. Bowles brought up the issue of an 
investigation of a small business investment company 
in Arkansas? 
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A Mr. Chertoff, I don’t — 

MR. PIERSON: I think he answered that. 

BY MR. CHERTOFF: 

Q But since you refreshed your memory, I just 
want -- 

A I don’t believe Mr. Bowles has ever brought 
this matter up to me, and I don’t believe I’ve ever 
discussed this matter with Mr. Bowles at any time. 

Q Let me just now go to the matter that 
Mr. Kravitz raised concerning the issue of the 
Inspector General investigation that occurred - the 
issue statement was with respect to Mr. Cutler? 

In 1994, I’m sorry. After you had asked 
Mr. Cutler to undertake this internal review, did he 
discuss with you, during the course of the summer, 
the manner in which he was going to undertake it? 

A He may have kept me apprised. I don’t 
recall a specific discussion. 

Q Well, of what did he keep you apprised? 

A Of the general matters of the review, but I 
don’t recall his discussing how he would conduct this 
review. I don’t think I remember getting into that 
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level of detail. 

Q Did he interview you as someone who was a 
potential witness? 

A I believe that he did. 

Q Do you remember when he did that? 

A No, I do not. 

MR. PIERSON: When you say "he"? 

MR. CHERTOFF: Mr. Cutler. 

MR. PIERSON: Are you including his staff? 

BY MR. CHERTOFF: 

Q I’ll be more clear. Did either Mr. Cutler 
or anybody acting at his direction from the White 
House counsel’s office interview you in connection 
with his internal review? 

A They did. 1 believe it was his staff, now 
that I refresh my memory. 

Q Do you remember approximately when that 
was? 

A No, I don’t. 

MR. PIERSON: If you look back at the 
transcripts of early depositions you’ve taken of 
Mr. McLarty, you’re going to find the answer to that 
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question, it’s right there. 

MR. CHERTOFF: You’re probably right. 

You’re probably right. 

BY MR. CHERTOFF: 

Q During the course of that period of time 
that he was conducting interviews, did he have any 
discussions with you, Mr. Cutler, or did anyone on 
Mr. Cutler’s staff have discussions with you about a 
parallel investigation being conducted by the 
inspectors general of Treasury and the RTC concerning 
White House/Treasury contacts? 

A Mr. Chertoff, 1 don’t remember his stating 
that. 1 don’t remember his stating that. 

Q Were you interviewed or deposed by anyone 
from Treasury or the RTC during the summer of 1994? 

A No, 1 do not believe that I — 

MR. PIERSON: Yes, you were. 

THE WITNESS: I was informed this was not 
going to be the subject of this. 

MR. CHERTOFF: Mr. Kravitz brought it up 
and that opened the door. 

THE WITNESS: I understand that. So 
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without reviewing — I’ve been interviewed a number 
of times, Mr. Chertoff, as you know, and I’ve given a 
number of depositions, so I think it’s understandable 
why I might not remember. 

MR. CHERTOFF: I understand. 

MR. PIERSON: Those depositions relate 
to ~ they give all the information to the questions 
you’ve just asked. 

MR. CHERTOFF: I was going to use it as a 
predicate to get into a different question which I 
know wasn’t covered with the earlier depositions. 

MR. CHERTOFF: If you want to refresh your 
memory with counsel, please do so, I’m not going to 
try to force an answer out of you now. 

THE WITNESS: I appreciate that. 

MR. PIERSON: I think he needs to respond 
to the last question because the record is not clear 
about that. Let me consult. 

MR. CHERTOFF: Take a moment and refresh 
yourself. 

(Discussion off the record.) 

MR. CHERTOFF: Back on the record. Do you 
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want to add something? 

THE WITNESS: Let me ask one other thing. 

(Discussion off the record.) 

BY MR. CHERTOFF: 

Q Do you have anything you want to add to 
your previous answer? 

A Upon refreshing my memory, one of the 
depositions or interviews that I had given during the 
last several months was, I think, the Department of 
Treasury, the Inspector General there. It was not 
done at Treasury, and that perhaps was one reason I 
did not denote it was with Treasury. 

Q Do you remember, and again if you want to 
refresh your memory, that’s fine, because I 
understand you have not prepared for this, but do you 
remember receiving a copy of the transcript of that 
Treasury deposition after the fact to review and 
correct? 

A I think we received a copy of the 
transcript, yes. 

Q Did you furnish or did anybody at your 
direction furnish a copy of that transcript to the 
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White House? 

A I would have done that through my counsel, 

Mr. Chertoff, and I don’t know the answer to that, 
without conferring with counsel. 

MR. PIERSON: Only recently in connection 
with document production, we did furnish it to you 
through White House counsel. 

MR. CHERTOFF: I mean, I don’t want shift 
the deposition to you, Bill, but maybe we can be 
quick if I ask whether in the summer of 1994 a copy 
of that Treasury deposition was furnished to the 
White House. 

MR. PIERSON: I’m going to have to check. 

I just don’t remember. I don’t think so, but I - 

BY MR. CHERTOFF: 

Q And is it fair for me to conclude, 

Mr. McLarty, you don’t really have a knowledge of 
whether there were any particular arrangements with 
your transcript after you reviewed it upon the 
conclusion of your Treasury IG deposition? 

A Mr. Chertoff, that’s right. Without 
reviewing with my attorney, if he’s got to check it, 
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then it’s clear I would not know without reviewing it 
either. 

MR. CHERTOFF: All right. I have nothing 
further. Bill, if you get an answer to that, let me 
know. 

MR. PIERSON: Sure. 

EXAMINATION 

BY MR. KRAVITZ: 

Q I just have one more question. When you 
saw Mr. Bowles and his family on May 6, 1993, did you 
have any discussion with Mr. Bowles about David Hale 
or Capital Management Services or any small business 
investment company in Arkansas? 

A No, I did not. 

MR. KRAVITZ: Thanks. 

(Whereupon, at 10:54 a.m., the deposition 
was concluded.) 
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relative or employee of any attorney or counsel employed by 
the parties hereto, nor financially or otherwise interested 
in the outcome of this action. 



Notary Public in and for the 
District of Columbia 


My Commission Expires MARCH 14, 1998 
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FRIDAY, MAY 7 (continued) 






DEPOSITION OF ROBERT PETER RITTLENG 
IN RE: S. RES. 120 


MONDAY, NOVEMBER 6, 1995 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

Deposition of ROBERT PETER RITTLING, called for ex- 
amination pursuant to notice of deposition, at 8:10 p.m. in Room 
534 of the Dirksen Senate Office Building, before FRANCES M. 
FREEMAN, a Notary Public within and for the District of Colum- 
bia, when were present: 


MICHAEL P. O’CALLAGHAN, Esq. 

Majority Associate Special Counsel 
ANDREW M. SCHAUER, Esq. 

Minority Assistant Special Counsel 
U.S. Senate 

Committee on Banking, Housing, and Urban Affairs 
534 Dirksen Building 
Washington, DC 20510 
On behalf of the Committee. 


LENORE MINTZ KAPLAN, Esq. 
U.S. Department of the Treasury 
Office of the General Counsel 
1500 Pennsylvania Avenue, NW 
Washington, DC 20220 
On behalf of the Deponent. 
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PROCEEDINGS 


3 


Thereupon, 

ROBERT PETER RITTLING 
was called as a witness and, having been first duly 
sworn by the notary public, was examined and 
testified as follows: 

EXAMINATION 

BY MR. O’CALLAGHAN: 

Q Good evening, Mr. Rittling. My name is 
Michael O’Callaghan. I am associate special counsel 
for the Majority on the Special Committee. This 
deposition is being conducted pursuant to Senate 
Resolution 120. 

The Resolution establishes a special 
committee administered by the banking committee to 
conduct an investigation involving Whitewater 
Development Corporation, Madison Guaranty Savings and 
Loan Association, Capital Management Services Inc., 
the Arkansas Development Finance Authority and other 
related matters. 

Section 1-B2E of Senate Resolution 120 

authorizes investigation and public hearings into 

4 


whether the report issued by the Office of Government 
Ethics on July 31, 1994, or related transcripts of 
deposition testimony: 

One, were improperly released to White 
House officials or others prior to their testimony 
before the Committee on Banking, Housing and Urban 
Affairs pursuant to Senate Resolution 229. 

Or, two, were used to communicate to White 
House officials or to others confidential RTC 
information relating to Madison Guaranty Savings and 
Loan Association or Whitewater Development 
Corporation. 

And that section of the resolution will be 
mainly the focus of this evening’s deposition. 

A Okay. 

Q This deposition is in advance of public 
hearings which are scheduled to begin tomorrow, and 
there is a possibility that you may be asked to 
testify at the hearing. If that happens, we will 
notify your counsel. 

Tonight, we’re going to ask a series of 
questions. You’re testifying under oath. You have 
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5 

already been sworn. 

If you don’t understand a question, either 
let me or Minority counsel know. We’ll rephrase it. 

If you need a break, let us know, and we’ll also go 
for a break. 

The stenographer is preparing a record of 
questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings, and we ask that you 
keep the contents of the deposition confidential as 
well before the hearings. 

Does counsel have anything to add to the 

record? 

MS. KAPLAN: This is a continuing 

objection by the Department to the request of 
confidentiality. I will point out that Mr. Kittling 
has learned for the first time this past Friday 
morning, November 3, that he was even going to be 
deposed. And just in the course of his normal duties 
has been discussing the subject matter of these 
hearings with people as he performed his normal 
duties. 

6 

I just want that clear for the record, and 
we can deal with that in the normal course. 

MR. O’CALLAGHAN: Thank you. 

BY MR. O’CALLAGHAN: 

Q Prior to the hearings, you may request your 
transcript, to come look at your transcript, and we 
will provide you with an errata sheet to make any 
corrections that you feel are necessary to make the 
transcript accurate. 

And also, if you perform any substantive 
changes can also give rise to calling you in for 
another deposition, if that should happen. 

You may be represented by counsel. Are you 
represented by counsel today? 

A I’m sorry? 

Q Are you represented by counsel this 
evening? 

A lam. 

MS. KAPLAN: I’m counsel for the 

Department of the Treasury, not Mr. Rittling’s 
personal counsel. My name is Lenore Mintz Kaplan. 

MR. O’CALLAGHAN: Objections to the form 
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7 

of questions will be noted for the record. Counsel 
may object on grounds of privilege or irrelevance, 
and the committee chairman may rule on objections 
where the witness refuses to answer a question. 

Those are the preliminaries. 

BY MR. O’CALLAGHAN: 

Q Could you please state and spell your full 
name for the record. 

A My name is Robert Peter Rittling, spelled 
R-I-T-T-L-l-N-G. 


Q What is your present business address? 

A 15th and Pennsylvania. 

Q Where do you work? 

A At the Department of the Treasury. 

Q What is your position there? 

A I’m an attorney in the general counsel’s 
office. 

Q Could you give me a description of your 
employment since you were graduated from law school? 

A After graduating from law school, I took a 

8 

job with the firm of Littler, Mendelson, Fastiff & 

Tichy in San Francisco and worked there for 
approximately one year and then moved to Washington 
and took the job I have now with the Treasury 
Department. 

Q So you’re in the same position you were 
in — 

A I have been in the same position at 
Treasury since I started. 

Q When did you first start there? 

A I think in 1992. 

Q Who is your current supervisor? 

A I work for Steve McHale and Ken 
Schmalzbach. 

Q What are their positions? 

A Mr. Schmalzbach is the assistant general 
counsel for general law and ethics, and Steve McHale 
is his deputy. 

Q During the time period March through August 
of 1994, who were your supervisors? 

A Mr. McHale and Mr. Schmalzbach. 

Q The same? 
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9 

A Yes. 

Q Was the office where you work at, did that 
have a different name during that time period? 

A It did. It was called the assistant 
general counsel’s office for administrative and 
general law. 

Q What are your responsibilities in your 
position? 

A I’m a lawyer in the office, a staff 
attorney. You would have to be more specific. 

Q I’ll focus on March through August of ’94. 

Were you assigned to certain projects during that 
time period? 

A 1 was. 

Q What were you working on? 

A In addition to other responsibilities, l 
was working on the Whitewater matter. 

Q What responsibilities did you have with 
relation to that? 

A Assisting in document production and in 
discovery, responding to different requests from 
different entities that were investigating the 

10 

matter. 

Q When you say Whitewater, does that include 
inquiries into the propriety of the Treasury/White 
House contacts — 

A It does. 

Q — in connection with that? Did you ever 
become aware that the Treasury inspector general’s 
office and the Resolution Trust Corporation inspector 
general’s office were conducting investigations into 
the White House/Treasury contacts? 

A Yes. I know about that. 

Q When did you become aware of that? 

A 1 can guess, say, during the time period 
that you mentioned, sometime after March or during 
March, 1994, perhaps. 

Q At that time, were you aware that there 
were -- the intent was to conduct an investigation in 
order to enable the Office of Government Ethics to 
render an ethics opinion to Secretary Benson? 

A Right. That’s correct. That was my 
understanding. 

Q Did you have any involvement with any of 
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11 

the planning or the execution of the Treasury IG and 
the RTC IG investigation? 

A No, I did not. 

Q Did you have a role making contributions to 
any of the work product that was a result of that 
investigation? 

A You would have to be more specific. 

Q Did you contribute to any documents that 
were produced by the joint investigation? 

A Documents produced by the investigation? 

Q (Nods) 

A What documents do you mean? 

Q I’m just asking any documents at all. 

A That the investigation produced? 

Q Correct. That were created, produced 

during the course of investigation or as a by-product 
or end product of the investigation. 

A You have to be more specific. 

Q You don’t understand the question? 

A It is just too broad. I’m sure in some way 
I might have contributed to what the -- what resulted 

from the investigation. 

12 

Q Well, I’ll take a step back. Specifically, 
with -- in relation to document production and 
discovery that you were doing, in connection with 
different inquiries into the White House Treasury 
contacts, were you also acting in a capacity to help 
prepare the Secretary for testimony before Congress? 

A Yes. I did work on things to help the 
Secretary prepare for his hearing before Congress, 
yes. 

Q What type of assistance did you provide? 

A I recall drafting some questions and 
answers for the Secretary. I recall working on a 
briefing book for the Secretary — or let me clarify, 
on items that were included in the briefing book. 

Q What specifically were you working on that 
was included in the briefing book? 

A I think it was a — summaries of what some 
of the other witnesses might testify to. 

Q How were those prepared? 

A They were prepared by reading through the 
deposition transcripts of the witnesses. 

Q What was the origin of the deposition 
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13 

transcripts? Where did they come from? 

A They came from the office of the inspector 
general. 

Q How did you come to have access to 
transcripts to the deposition that were taken by the 
office of the inspector general? 

A I believe I — I wasn’t involved in the 
receiving of the transcripts, but 1 believe they were 
forwarded to our office from the inspector general’s 
office. 

Q Did your office request to receive copies 
of these transcripts? 

A 1 don’t know if we requested them, but we 
did receive copies, I suppose, because 1 had copies. 

Q But you don’t specifically know if it was a 
request made for the transcript? 

A I don’t. 

Q Did anyone ever tell you there was? 

A Not that I recall. 

Q Do you know who delivered or transferred 
the transcripts to your office? 

A I don’t know that, 

14 

Q Have you ever learned? 

A No. 

Q Who received the transcripts initially? 

A I don’t know. 

Q Who provided you with copies of the 
transcripts? 

A I don’t recall. 

Q Were you specifically provided your own 
copies, or did you work off a set that was used by a 
number of people? 

A 1 think I had access to a set of 
transcripts. 

Q Where were those located? 

A They could have been in my office or in a 
file cabinet outside of my office. 

Q Were you in a suite of offices at that 
time? 

A I was. 

Q Who else was in the suite? 

A Henry Booth. 

Q Is he an attorney? 

A Yes, he is. David Dougherty, an attorney 
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15 

also. William Murphy, an attorney, Lizelle — yes, 

Lizelle Mosquera. She is a secretary. One more 
person, Mary Grace Tillotsoy. She is an ethics 
specialist. 

Q Are these people all employees of the 
office of general counsel of the Treasury? 

A Yes, they are. 

Q And do they all report to Mr. McHale and 
Schmalzbach? 

A They do. 

Q And did they at the time? 

A Yes, they did. 

Q When did you first receive copies of the 
transcripts or review them? 

A I believe it happened in the month of July, 

1994, but I can’t recall the exact date. 

Q Do you recall whether it was in or around 
the time that the Secretary was sent a copy of the 
Treasury 1G draft report? 

A 1 believe it is around that time. 

Q Do you know if it was before that? 

A I think it was before that. 

16 

Q Did you have the transcripts before the 
draft report was given to the department? 

A 1 believe that’s true. 

Q How far in advance? 

A Well, if we did, in fact, receive the 
transcripts before the draft, you said inspector 
general’s report. Right? 

Q (Nods) 

A 1 don’t know, perhaps a couple days, maybe 
a week. 

Q Did you perform any sort of review the 
transcripts before the receipt of the draft report? 

A Yes, we did. 

Q What type of review did you conduct? 

A We read through all the transcripts, and we 
made transcript summaries. 

Q Who participated in that process? 

A 1 worked on it. David Dougherty worked on 
it. Beth Jones, an attorney in the general counsel’s 
office, worked on it. And one other attorney, his 
first name is Kenneth. And 1 can’t recall his last 
name. He has left since then. 
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17 

Q He has left the Department? 

A Yes, he has. 

Q Who did Beth Jones report to at the time? 

Who was her boss? 

A Mr. Bauman. 

Q Is that John Bauman? 

A Yes, it is. 

Q Who is his immediate supervisor? Who was 
it? 

A John Bauman is Ken Schmalzbach’s 
equivalent. So he would report to, ultimately, the 
general counsel. 

Q During this time period, Mr. Schmalzbach 
reported to the general counsel? 

A Ultimately, yes. 

Q How about immediately? 

A 1 guess it would be the general counsel or 
the deputy general counsel. 

Q What are their names? 

A At the time? 

Q Correct. 

A The deputy was Dennis Foreman, and the 

18 

general counsel was Jean Hanson. 

Q Now, you said these summaries were included 
in a briefing book that was provided to the 
Secretary. Is that right? 

A Well, no. That’s not correct. 

Q What were they used for? 

A The summaries were used for reviewing the 
draft OIG report. 

0 Was it your understanding when you began 
the summaries that that’s the purpose they were going 
to be put to? 

A 1 don’t recall. 

0 When they told you, Here are the 
transcripts, just do the summaries, do you recall 
what — did they tell you what they were going to use 
them for? Do a good job because need it for this? 

A Of course we were asked to do it and to do 
a good job. We always do. But, no, 1 can’t recall 
exactly if I was told what the purpose was. 

Q Were you anticipating you were going to get 
a copy of the draft report, though? 

A 1 don’t recall that. 1 don’t know. 1 
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19 

can’t recall whether I knew about it beforehand or 
not. 

Q And I apologize if I misspoke earlier, but 
did you make a reference to the summaries being 
included in the briefing book? If you could explain. 

A There were some, perhaps, summaries of the 
summaries. We condensed — for the briefing book, we 
made summaries that were perhaps one or two 
paragraphs long. And they were basically a narrative 
that was the summary of what each witness might 
testify to based on the summaries, the more extensive 
summaries that were based on the transcripts. 

Q Were the summaries used for any other 
purpose? I’m talking about the initial summaries. 

A Right. The long ones. I think just — no, 

I don’t think so. I mean, just general information 
about the testimony. 

Q Were they provided to anybody outside the 
office of general counsel? 

A Summaries? 

Q Correct. 

A I believe the summaries were provided to 

20 

other people. 

Q Who were they provided to? 

A To the best of my knowledge, they were 
provided to Department witnesses or their counsel. 

Q When did that occur? 

A I think at the end of July, perhaps. 

Q When the witness counsel were provided 
copies of the summaries, were they provided with any 
other documents? 

A I think they were provided with the copies 
of the transcripts. 

Q I’m talking again about the first 
summaries, longer summaries. Were they provided to 
anyone else? 

A I can’t recall exactly. 

Q Do you have a recollection as to whether 
they were given out to anyone at all? 

A Perhaps they were, but I can’t say for 
sure. 

Q Is there a specific reason for your 
hesitation? 

A Only that I can’t recall exactly. It was 
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1 over a year ago. 

2 Q Have you ever learned that they — were 

3 copies of the deposition summaries were provided to 

4 the White House? 

5 A Again, I can’t say for sure that I knew 

6 that. I just can’t recall exactly. It is possible, 

7 but I say unequivocally that is true. 

8 Q Do you have a sense that might have 

9 happened? You said you can’t say unequivocally. I’m 

10 just trying to see if you have any idea that that 

1 1 might have happened, if you have any reason to 

12 believe it could have happened. 

13 A It might have happened. 

14 Q Do you have any basis for believing that it 

15 did happen? 

16 A What do you mean? 

17 Q What I’m trying to do is, I understand that 

18 your recollection is not absolutely clear. And I’m 

19 just trying to determine whether there is any part of 

20 your recollection that tells you that summaries were 

21 transferred to the White House? 

22 A I have - I might have prepared a package 


1 of documents for the White House. They might have 

2 included the summaries, but I can’t say for certain 

3 that that is the case. 

4 Q Who was the package prepared for? 

5 A The White House. 

6 Q No one in particular there? 

7 A Perhaps I think it was counsel’s office, 

8 perhaps Lloyd Cutler or one of his assisting 

9 attorneys. 

10 Q When did this occur? 

11 A I suppose at the end of July, 1994. 

12 Q Do you have a more specific recollection as 

13 to what day in July you prepared the package of 

14 documents to the White House? 

15 A I think perhaps it was a Saturday. 

16 Q Was it Saturday, July 23rd? 

17 A That’s possible. 

18 Q Was the package of documents that you 

19 prepared ever delivered to the White House? 

20 A I can’t say that I have personal knowledge 

21 that it was, but I have heard that it was. 

22 Q What did you hear? 
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23 

A That it went to the White House. 

Q Who did you hear that from? 

A I think it has been in the press. 

Q For the edification of our readers - 

A Someone in my office, perhaps my 
supervisor, but I can’t say — 

Q When were you asked to put the package 
together? 

A Well, I believe — if that was the right 
date, I was asked that morning to put the package 
together. 

Q Who asked you to put it together? 

A I believe it was Mr. McHale. 

Q I will show you something that might 
refresh your recollection. I would like to show you 
a document Bates stamped 6877. 

A Okay. 

Q It is a letter dated July 23, 1994 to Jane 
Sherburne from Stephan J. McHale. 

A Okay. 

Q Have you seen this document before? 

A I have. 

24 

Q When did you first see this? 

A I don’t recall. 

Q Did you see it in around July 23? 

A I don’t recall that. 

Q Do you recall this being attached or part 
of the document package you put together? 

A I’m sorry. I don’t recall. 

Q How did this first come to your attention, 
this document? 

A This letter? 

Q Correct. 

A I remember seeing it from the Treasury 
production. 

Q But previous to that, had you seen it? 

A I can’t say for sure. 

Q Does this — looking at this document, does 
this help refresh your recollection as to when you 
prepared the package of documents for the White 
House? 

A Certainly. If this is July 23, you say it 
was a Saturday, that would probably be the day that I 
prepared it. 
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25 

Q July 23 was a Saturday, 1994. So you said 
Mr. McHale asked you that morning to put together a 
package of documents. What were his specific 
instructions to you that morning? 

A He asked me to prepare a set of transcripts 
for the White House, and I believe I might have also 
included transcript summaries. I put the package 
together in a box. 

Q And where did you get the transcript from 
which you made the copies? 

A Well, we had transcripts. We had copies of 
all the transcripts or all but one, I guess. We had 
copies made at the print shop at Treasury, and those 
copies we put in a package for transmittal to the 
White House. 

Q Did you use the print shop at Treasury that 
morning or had it been done earlier? 

A 1 suppose it had been done the night 
before. 

Q Was it done the night before in 
anticipation of putting this package together? 

A I’m sorry. I don’t know. Let me — it 

26 

also might be the case that we had several copies of 
the transcripts, and we just took one copy and — and 
took one copy and made up the package. I just can’t 
recall exactly when we had copies made. 

Q Do you recall whether you pulled copies out 
of a file cabinet or whether you did go to the print 
shop that day? You were asked to put the package 
together. Do you remember how you did it? 

A I guess 1 remember having a box of copies, 
and I — from that — on a cart that came from the 
print shop. I can’t recall when it came from the 
print shop. But I remember pulling one copy of all 
the transcripts from the copies and putting them in a 
box for the White House. 

Q You say you might have put summaries, but 
you don’t have a specific recollection? 

A It is very possible, but I don’t - 1 can’t 
say for sure that I did. 

Q Have you since -- you can’t say for sure 
today whether you did. Is that right? 

A That’s right. 

Q After you put the box of documents 
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together — you put all the documents in the box and 
prepared the package, where did you — where did you 
actually assemble the documents? 

A I assembled the package just outside my 
office, my office suite. 

Q Did anyone assist you? 

A No. 

Q What time did you arrive at the office that 
day? 

A Perhaps around nine o’clock in the morning. 

Q How soon after were you asked to prepare 
the package after you arrived? 

A It was early morning, perhaps 9:00 or 
10:00. 

Q Fairly soon after you arrived? 

A That’s right. 

Q Was Mr. McHale already at the office when 
you arrived? 

A I don’t know. 

Q Do you remember if when you came in, you 
walked in his office to see what the drill was for 
the day or - 
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A That’s possible. 1 do recall that he was 
there early. I don’t know if 1 was there first or he 
was there first. 

Q After you assembled the documents outside 
of your office, what did you do with the box and 
package of documents? 

A It sat there for most of the morning. And 
1 don’t know what happened to it after that. 

Q Did Mr. McHale tell you specifically why 
you were putting the package together? 

A To go to the White House. 

Q Did you ever learn at whose request the 
documents were being sent over to the White House? 

A 1 don’t think so. 1 don’t think 1 know 
that. 

Q Do you know who at Treasury instructed that 
the package be put together? 

A I do not. r •* 

Q Other than Mr. McHale instructing you? 

A I don’t know that. 

Q Do you know who at the White House 
requested the documents, if anyone? 
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A Well, based on this letter — 

Q Independent of the letter. 

A I just can’t recall that. 

Q Were you ever told? 

A 1 think I eventually found out that, maybe 
that day or sometime after that, that Mr. Cutler was 
going to use the transcripts to prepare for the 
hearings. And I think also so he could conduct his 
own investigation of the White House/Treasury 
contacts. 

Q Who told you that? 

A I don’t recall. But I think that was 
common knowledge. Perhaps it was in the press. I 
don’t know. 

Q Do you know when the documents were removed 
from outside your office? 

A I don’t know that, no. 

Q Were you told who was — whether someone 
was supposed to bring them over to the White House 
that day? 

A I recall waiting for something to happen, 
like a call from the White House that they were ready 
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to receive them, but I don’t recall anything other 
than that. I don’t know what happened to them. 

Q Were you waiting with anyone for the call 
or — 

A No, I wasn’t. After I put the package 
together, 1 went on to something else. 

Q Your work was done? 

A 1 was finished with it, as far as 1 knew. 

Q Were you ever told that you might have to 
deliver the documents? 

A 1 might have been, but 1 can’t recall 
exactly. 

Q Have you ever learned who — have you ever 
learned somebody brought the documents over to the 
White House? 

A Yes. I have heard that they were delivered 
to the White House. 

Q And do you know who delivered the 
transcripts to the White House? 

A I have heard that perhaps it was David 
Dougherty, but 1 can’t say for sure. 

Q Where did you hear that? 
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A I don’t know. 

Q Did you hear it around the office or in the 
press? 

A Around the office, perhaps. I might have 
heard it from David himself, but I just can’t recall. 

Q Was he in the office that day? 

A I think he was. 

Q Did you have any conversations with him 
that day? 

A I’m sure we did if he was in the office. 

Q Are you and David friends? 

A We are friends, yes. 

Q Would he have normally told you if he was 
going over to the White House to drop off some 
documents, some transcripts? 

A Perhaps. But again, at that time we were 
both very busy. Hours and hours could have passed, 
and we had not communicated. So it is something he 
could have done, and 1 would not know about it. 

Q Was anyone in the Treasury IG’s office 
consulted before the transcripts were delivered to 
the White House? 
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A I don’t have personal knowledge of that. 

Q What knowledge do you have? 

A Well, I have learned that I think that 
aspect was - there was some negotiation over that. 

Q How did you learn that? 

A I think it has been in the press. It has 
developed into quite an issue, as you know. 

Q Have you had any specific discussions with 
anyone at work, anyone from the Treasury or the White 
House or the Treasury IG’s office? 

A I believe at some time after that I did 
speak with someone in the IG’s office about it. 

Q Who did you speak to? 

A I think I spoke with Francine Kemer. 

Q What did you talk about? 

A That it had become an issue. 

Q When did this conversation occur? 

A I can’t recall exactly, but now that you 
mention - I think it was something that was raised 
at the hearing itself, the fact that transcripts were 
sent to the White House. 

I believe, I think it’s in the Senate 
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hearings, perhaps Senator Bond, but I can’t say for 
sure, raised it as an issue. And I recall then, 
perhaps — I think I was watching the hearings, and 
someone else mentioned it, commented on the fact that 
it was an issue. 

And 1 believe sometime after that I might 
have heard something from Francine Kemer. 

Q Did she contact you or did you contact — 

A 1 think I ran into her in the hallway, and 
she mentioned it, perhaps. 

Q What did she say? 

A That it was an issue. 

Q Did she discuss with you any conversations 
she might have had with anyone? 

A No, she did not. 

Q Has she ever? When I say the 
conversations, 1 should be a little bit more 
specific, any conversation with regard to handling of 
the transcripts. 

A I don’t recall if she did. 

Q Do you know whether she provided 
transcripts to the Office of General Counsel on July 


A Again, I know we received transcripts, but 
I can’t say who we received them from or the exact 
date that we received them. 

Q Do you have a fresh recollection if I asked 
you whether Francine Kemer delivered the transcripts 
or transferred the transcripts to the general 
counsel’s office? 

A Not really, I just can’t recall. 

Q Do you know if the transcripts were ever 
delivered to someone in the Office of General Counsel 
at one time and then requested to be returned, and 
then transcripts were redelivered to the Office of 
General Counsel? 

A I don’t recall that, no. 

Q Have you ever heard that? 

A Say that again. They were delivered to the 
Office of General Counsel, taken back and then 
redelivered? 

Q Correct. 

A I can’t say I recall that at this time. 

Q Have you ever been told that? 
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A I don’t think so. 

Q Have you ever heard that Mr. Dougherty 
delivered or had cause to have transcripts summaries 
transferred to the White House counsel’s office? 

A Mr. Dougherty had caused transcript 
summaries to be delivered to the White House? 

Q Right. Have you heard that or do you know 
about that? 

A Just what I said earlier. That’s possible 
1 -- in preparing the package of transcripts for the 
White House, 1 also included transcript summaries. 

That’s very possible. 

And I have heard that Mr. Dougherty was the 
person who took the package to the White House. 

Q Independent of that package being 
delivered, whether on another occasion he caused 
transcripts to be — transcript summaries to be 
delivered to the White House? 

A I can’t say I recall exactly, but now that 
you mention it, it sounds familiar, but 1 don’t why. 

Q Did you ever hear that he had sent 
transcripts summaries to Sharon Conaway? 
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A She works in the White House — 1 - 

Q Just wondering if the name helps ring a 
bell for you. 

A No, not regarding David Dougherty. I know 
who she is. I believe I have spoken with her. 

Q I would like to show you a ~ did you ever 
hear that a transcript summary of a Steve Katsanos 
was sent to the White House counsel’s office? 

A Did 1 ever hear that? 

Q Hear or learn. 

A That’s a difficult question. I can’t say. 

Q Let me help you out. 1 understand what 
you’re saying. Other than any summaries which may 
have been included in the package of documents that 
you put together for the White House on the 23rd, do 
you have any knowledge of a deposition summary of 
Steve Katsanos being transferred or delivered to the 
White House counsel’s office? 

A Other than that one time, you said? 

Q Other than the possibility on the 23rd. 

Correct. 

A At some other time other than the 23rd? 
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Q Correct. 

A Specifically, a Steve Katsanos summary? 

Q Specifically. 

A No, I don’t recall that. 

Q Do you have knowledge of any other 
transfers of summaries other than on the 23rd that 
went to the White House? 

A No, I don’t. 

Q Do you know or have you ever learned 
whether Sharon Conaway in the White House counsel’s 
office sent a deposition summary of Steve Katsanos to 
counsel of any of the White House Treasury RTC 
witnesses? 

A No, I wouldn’t know about that. I don’t 
recall that. 

Q At the time transcripts were — on July 23, 
in or around July 23, at the time they were delivered 
to the White House, was anyone at the RTC IG’s office 
consulted before the transcripts were delivered to 
the White House? 

A I could speculate and say I’m sure that was 
the case, but I can’t say for sure. 1 was not 
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involved in the negotiation over the transmitting the 
transcripts to go out. 

Q So you have no knowledge? 

A That’s right. 

Q Of that at least. I didn’t mean to 
infer — 

A In everything. 

MS. KAPLAN: To the extent that your 

comment was directed to Mr. Rittling saying he 
doesn’t have knowledge, in fairness to him, you’re 
asking about a lot of things. 

MR. O’CALLAGHAN: I’m just - 

MS. KAPLAN: And specific recollections 

are very difficult. 

MR. O’CALLAGHAN: I understand, but that’s 

why we’re asking questions. 

MS. KAPLAN: That’s why you’re asking, 1 

understand, and that’s perfectly clear. But to the 
extent that your comment that he doesn’t have a 
recollection, that’s fair on his part, too, that he 
might not have one. 

MR. O’CALLAGHAN: Sure. Part of the human 
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condition. 

MS. KAPLAN: That’s right. As long as you 

understand that. 

BY MR. O’CALLAGHAN: 

Q At the time the transcripts were delivered 
to the White House in and around July 23, at that 
time were you aware of whether there was any 
confidential RTC information contained in the 
transcripts with regard to criminal referrals? 

A I know that has become an issue. 

Q But at the time? 

A Well, 1 believe that I did. 1 was 
sensitive to that, because — let me go back and 
clarify something. 

Q Certainly. 

A In sending things to the White House and to 
other people, like the transcripts or transcript 
summaries, I have to say that I’m not sure that every 
transcript or every summary was sent out. 

It is possible that we retained a summary 
or a transcript, because it did contain sensitive 
information. 
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Q Were you ~ do you remember, were you asked 
to do that on the 23rd when you put the package 
together? 

A I believe it was mentioned to me. 

Q By Mr. McHale or somebody else? 

A Mr. McHale or Mr. Schmalzbach or both. 

Q So they both talked to you about putting 
together the documents, the transcripts and perhaps 
the summaries? 

A Okay. They must have, yes, both of them. 

Q Just to take another step back, did they 

talk to you at the same time, or were they different 
conversations? 

A I think both, separately and then, perhaps, 
together. 

Q And they both gave you instructions with 
regard to putting together the packet of documents 
that were going to go to the White House, if you can 
recall whether you were in their office or your 
office? 

A 1 may be confusing the day that we sent the 
transcripts to the White House with the day that we 
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sent some transcripts and summaries to the witnesses. 

I think that occurred on two different 
Saturdays. So I may be confusing the two. 

Q Maybe we can hopefully clear up a little 
confusion. 

On the 23rd, do you recall whether there 
was a specific hesitancy to provide the White House 
with documents that might contain confidential 
information, or did that become an issue later on? 

A I think it became an issue later on. I’m 
not sure that I knew there was a problem on that 
Saturday with the White House. 

Q That there was concern about it? 

A Right. 

Q To just be clear, do you recall whether you 
talked to Mr. Schmalzbach as well on the 23rd before 
the White House documents were sent over? 

A I think it was perhaps just with Mr. McHale 
that I spoke. 

Q When did you get the — when did the 
go-ahead come in to have the transcripts delivered? 

A To the White House? 
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Q Yes. 

A I don’t know, because I wasn’t involved in 
delivering the transcripts. 

Q Were you in the office - rather, how long 
were you in the office for that day? 

A About from nine o’clock in the morning to 
ten or eleven o’clock at night. 

Q So you were there all day and most of the 
night? 

A Yes. 

Q You don’t have specific recollection when 
the go-ahead came in to deliver the transcripts? 

A I really wasn’t involved. I was busy with 
something else. 

Q If you could just answer the question. 

A Could you restate the question? 

Q Sure. The question was whether you became 
aware when the go-ahead came to deliver the 
transcripts. 

A I was not aware of that. 

Q Have you since learned when it came in? 

A No. 
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Q So just — I asked you earlier whether you 
were aware that there was confidential RTC 
information with regard to criminal referrals 
contained in the transcripts on the 23rd. 

What is your recollection of that? We went 
back and forth because you said - 

A Right. I don’t recall having a concern 
about sensitive information being contained in the 
transcripts on the 23rd. 

Q I’m going to show you a document which 
begins on Bates stamp 015244. It is actually a 
series of documents, 015335, but I believe it was all 
produced together and appears to go together. 

Can you take a look? 

A Do you know where it came from? 

Q I believe it was produced by Treasury. 

A Right. But do you know whose office it 

came from? 

Q I don’t have that with me right now. 

A Okay. What do you want? 

Q Take a look at it. I’m just going to ask 
you a general question. Have you seen it before? Do 
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you know what it is? What does it represent? What 
is contained inside it? I’m not going to ask you 
about the specific text. 

A Is it all the same then? 

Q Take your time in looking through it. 

A Okay. 

Q After having a chance to review the 
document I just showed to you, which contains a cover 
page on it as well, just for identification purposes, 
it reads Print File List 7-28-94, 12:10 p.m. 

It says file list, and then the file name 
includes C drive or C colon, backslash data, 
backslash WP, backslash Madison, backslash summarie 
spelled with an IE at the end. 

Then it has a list of names, which looks 
likes a directory and it refers to a number of 
documents. Have you seen this collection of 
documents before? 

A I have. 

Q Where have you seen it, initially? 

A Well, I can tell you this came from our 
hard drive. This is a directory of this — this is a 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7274 


45 

printout of this directory from our hard drive. And 
these are the transcript summaries. 

Q So you maintained all the summaries in a 
single hard drive? 

A I did. 

Q Were you given a disk with copies of the 
transcripts on them by different people working on 
them? 

A That’s true, I was. 

Q Are the documents contained in here the 
actual summary transcripts that were prepared by the 
Office of General Counsel? 

A I’m sorry. Could you restate that? 

Q Sure. Are the summary transcripts ~ are 
the documents contained in here a collection of the 
summaries of the transcripts that were created by the 
Office of General Counsel? 

A Yes. Those are — these are the summaries 
that were created by my office. 

Q You said earlier that you may have included 
some of the summaries, all or some, in the package of 
documents you put together for the White House on the 
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23rd. 

Were you asked to include those in the 
production, or was this something you did on your own 
initiative? 

A I believe I would have been asked. 

Q Would you have put something in there you 
were not told to put in there? 

A Probably not. 

Q Do you know if any of the mini summaries or 
smaller summaries were included? 

A No, they were not. 

Q Were those prepared yet? 

A Probably not, no. They weren’t prepared 
until right before the hearing. 

Q That was a little later? 

A Yes. 

Q Did you provide the Treasury IG’s office 
with any copies of the summaries to assist them in 
their investigation? 

A I don’t think so. 

Q No? 

MS. KAPLAN: What was your question? 
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MR. O’CALLAGHAN: Whether the summaries 

were provided to Treasury RTC lG’s office to assist 
them in their investigation. 

BY MR. O’CALLAGHAN: 

Q 1 believe that was the question I asked. 

A Right. It was. 

Q Did you -- we were talking about reviews 
that were done on the transcripts, and I believe one 
of the purposes you said for the review that was 
conducted by you was to produce summaries. 

Were other reviews that were conducted of 
the transcripts for other purposes? 

A Yes. The transcript summaries were used 

for other purposes, yes. 

Q And what were they used for? 

A I think just general preparation for the 
hearings. 

Q Did you ever — were you ever involved in a 
process of checking the transcripts for accuracy and 
then providing suggested edits to the transcripts -- 
excuse me. Let me withdraw that question. 

We discussed earlier that your office 
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received copies of the IG’s draft report. Is that 
right? 

A Yes. 

Q Did you participate in a process where 
suggested revisions or edits were provided by your 
office to the IG’s? 

A On the draft report? 

Q Correct. 

A Yes, I did. 

Q What was your participation on that? How 
was it run? 

A I think there were a couple of people 
involved. 1 can’t say exactly. 

Q Can you tell me who you remember was 
involved? 

A 1 would assume David Dougherty was 
involved, perhaps David Dougherty. But 1 do recall 
reading through the draft report in light of the 
transcript summaries. I would read through the draft 
report and look for quotes from the transcripts. 

And 1 was to make sure that the quotes or 
the -- the references to the transcripts were 
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factually accurate. 

Q Were you looking for all quotes or any 
specific kind of quote? 

A No, just to make sure that the report was 
accurate. 

Q It was a blanket search for references to 
the transcripts? 

A That's correct. But we also searched for 
grammatical errors, punctuation errors, poor writing 
style. 

Q You and David Dougherty were involved in 
this process, you think? 

A I believe David Dougherty was, but I know I 
was for sure. 

Q Were there more than two people involved, 
or were you guys doing all the work? 

A It could have been just the two of us. 

Q Did anyone review the work you did after — 
actually, let’s go a little more slowly. 

After you reviewed the report for quotes or 
references to the transcripts, grammatical errors 
poor writing style, what did you do? Did you prepare 
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a document? 

A I guess we prepared a list of suggested 
comments that we thought should be considered in 
making a final report. 

Q I would like to show you a document that 
bears the Bates Numbers 14934 through 14938. Take a 
look at it. Let me know when you have had a chance 
to review it. 

MR. O’CALLAGHAN: Counsel, please do the 

same thing — feel free to do the same, excuse me. 

THE WITNESS: Okay. 

BY MR. O’CALLAGHAN: 

Q Have you seen this document before? 

A I have. 

Q For the record, it is a multi-page document 
entitled Suggested Revision to IG Report, and it 
lists different page numbers at the top of each 
paragraph, and there is also a bunch of handwritten 
notations that occur throughout the document. 

Do you recognize the handwriting on the 
document? 

A I think some of it is Steve McHale’s 
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handwriting, and I believe this is my handwriting. 

Q When you say this, what are you referring 
to? 

A Referring to the third page of the 
document, Page 14936, the handwriting at the bottom 
regarding page 12. 

Q The neater print with the arrow? 

A Yes. 

Q I think that accurately describes it. Is 
this document a draft of the type of document you 
just described? 

A I think it is, yes. 

Q Did Mr. McHale — did you provide numerous 
drafts of a document of this sort? 

A We might have made several drafts, yes. 

Q Over what period of time? 

A Probably in a weekend or a day. 

Q So this was a quick turnaround project? 

A Yes. 

Q Did your office eventually provide edits to 
the IG’s office? 

A Yes, we did. 
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Q Who were they provided to? 

A I don’t have -- again, I did not transmit 
the final suggested revisions to the IG’s office, but 
I believe -- so I don’t know. 

Q And of course, you know, all these 
questions are, if you know, if you have heard. And I 
can only ask you what your knowledge is, but have you 
ever heard who they were delivered to? 

MS. KAPLAN: Could we just make sure we 

distinguish between when you are asking him do you 
know or when you are asking -- 

MR. O’CALLAGHAN: You’re right. I 

apologize. 

BY MR. O’CALLAGHAN: 

Q Have you ever heard who the edits were 
delivered to? 

A I don’t think I know. 

Q Do you know who made the delivery to the 
IG’s office? 

A I don’t know. 

Q Have you been told? 

A No. 
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Q I want to show you another document, 
another one-page document. It bears the Bates 
014958, it appears to have - and it’s a July 29, 

1994 memorandum for Ken Schmalzbach from R. Peter 
Rittling. The subject is review of the OIG’s Final 
Chronology of White House Contacts. Have you seen 
this document before? 

A I have. 

Q When did you first see it? 

A I believe it was July 29, 1994. 

Q Is that when you drafted and wrote the 
final copy of the document? 

A Yes, I drafted this. 

Q Those are your initials next to the -- 

A Yes. That’s my signature. 

Q What is this document? 

A It is a memo to Ken Schmalzbach from me, I 
guess, providing a brief summary of my comments on 
the final chronology produced by the Inspector 
General’s office on its investigation of the White 
House/Treasury contacts. 

Q The first sentence says the OIG 
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incorporated many of our recommended changes in the 
final chronology. How did you — do you know that 
that happened, just personally sitting here? 

A I can’t recall that, no. 

Q Do you know what the basis was for that 
statement? 

A Well, I went through — I am sure I 
compared our - the final copy of our suggested 
changes to the final OIG report. 

Q Did you have any discussion with anyone in 
the IG’s offices? 

A No, I did not. 

Q Do you know whether - 

A Let me go back. I don’t recall having any 
discussions with the Inspector General’s office about 
the - what, about the final report? 

0 About suggested edits that were accepted or 
incorporated into the final chronology. 

MS. KAPLAN: Can you say it once more? 

MR. O’CALLAGHAN: The question? 

THE WITNESS: Yes. 

BY MR. O’CALLAGHAN: 
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Q Sure. It is getting late. I’m probably 
getting a little disjointed here, but let me try 
again. 

The question is whether you had any 
discussions with anyone in the Inspector General’s 
office about any edits made by your office that might 
have been incorporated into the final chronology? 

A l don’t recall having any discussions about 
final edits being incorporated into the final report. 

Q Did you have any discussions with anyone in 
the Inspector General’s office around this time 
period? 

A I did. 

Q Who did you talk to? 

A I believe I spoke with Francine Kemer. 

Q What did you talk to her about? 

A I asked her for a copy of our suggested 
changes. 

Q Would she have been provided with a copy of 
the suggested changes? 

A She must have been a source. My 
recollection is that we did not have a copy in our 
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office of our suggested changes to the IG report. 

And I needed to get a copy, and I asked Francine if 
she had a copy. 

Q And did she? 

A I believe she did. 

Q Did she provide you with one? 

A If my recollection is correct, 1 believe 
she did. 

Q How did you know to ask her for a copy of 
the suggested edits? 

A Because she works in the IG’s office. 

Q Had you had previous contact with her 
during this time period? 

A I see her in the hall on a regular basis. 

Q Any discussions about the investigation — 

A No. 

Q — with her, excuse me? 

A No. 

MS. KAPLAN: Can I just go back and ask 

you on a question you asked? 

MR. O’CALLAGHAN: Sure. 

MS. KAPLAN: The document that you are 
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asking if he went and asked her for — 

MR. O’CALLAGHAN: Were the suggested edits 

produced by the Office of General Counsel’s Office. 

MS. KAPLAN: By your office? 

THE WITNESS: That’s correct. 

MS. KAPLAN: So it would have been a 

document from your office that was in her office? 

THE WITNESS: Correct. 

MR. O’CALLAGHAN: Correct. That was my 

understanding. 

MS. KAPLAN: I just wanted to make sure. 

BY MR. O’CALLAGHAN: 

Q Did you have any discussions with anyone in 
the Inspector General’s office with regard to their 
final chronology? 

A Could you restate that, please? 

Q Sure. Any discussions with anyone in the 
Inspector General’s office with regard to their final 
chronology? 

A I don’t recall any, no. 

Q Did you have any discussion with anyone in 
the Inspector General’s office at any time during the 
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process when they were preparing either the draft or 
the final chronology? 

A Like I said, I ran into Francine Kemer in 
the hallway on a regular basis. Her office is just 
above mine. And generally, I would say hello, how 
are you. And she would respond. That was about the 
extent of our conversation. 

Q Did you ever ask her what she thought of 
the suggestions that your office had put to her? 

A I believe I might have asked her what she 
thought about the suggestions. 

Q What did she say? 

A I think she said it is up to the IG’s 
office, something like that. 

Q She was counsel of the IG at the time. Is 
that right? 

A Right. 

Q Was she helping coordinate the 
investigation? 

A I don’t know that. 

Q Did she provide the suggested edits to the 
IG’s offices? 
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A 1 don’t know that. 

Q Were you ever told that she provided copies 
of the edits to a drafting session of both IG’s 
offices when they were in the process of doing the 
final report? 

A I don’t know that. 

Q Do you know whether anyone in the IG’s 
office other than Ms. Kemer knew that suggested 
edits had been made by the Office of General Counsel? 

A No, I don’t know that. 

Q Have you ever heard that? 

A Well, your question is whether l know — 
whether someone in the Inspector General’s office 
other than Francine Kemer knew that my office made 
suggested changes. 

Q Yes. 

A I can only say that that must be the case, 
because they did make changes to their final report. 

Q Do you know whether they were informed 
the — what the source of the suggested edits were? 

A I can’t say that 1 know that. 1 don’t 
know. 
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Q Do you know that they weren’t told? 

A I don’t know. 

Q Did Ms. Kemer ever discuss with you 
suggested edits that she might have for the — any of 
the drafts of the IG report? 

A I don’t recall such a conversation. 

Q Did she ever show any documents that she 
prepared to that end? 

A To me? 

Q Yes. 

A No. I don’t recall seeing any documents 
like that. 

Q I’m going to show you a document Bates 
stamped 035 through 038. Take a moment to review 
that. 

(Thereupon, a discussion was held off the 

record.) 

MR. O’CALLAGHAN: Back on the record. 

BY MR. O’CALLAGHAN: 

Q Have you seen this document before? 

A I don’t think 1 have ever seen this 
document before. 
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Q Mr. Rittling, have you been involved in the 
Treasury document production to the committee this 
Fall? 

A 1 have been. 

Q What have your responsibilities been in 
connection with that? 

MS. KAPLAN: Can I ask why this is within 

the scope of this hearing? 

MR. O’CALLAGHAN: It has to do with the 

document production of the document request we made 
pursuant to the resolution, and we have some concerns 
about whether the document production was hindered in 
any way or properly conducted, which is clearly 
within the scope. 

MS. KAPLAN: Okay. 

BY MR. O’CALLAGHAN: 

Q Would you describe your responsibilities 
with regard to document production to the committee? 

A I was responsible for preparing documents 
for production to the committee. 

Q How was the document production conducted, 

if you would walk me through how — 
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A We received a request from the committee. 

We then sent out a memo to the offices, the 
departmental offices, which is the Office of the 
Secretary or the Treasury headquarters office, asking 
them to provide responsive documents. 

They did or did not provide documents 
depending on whether they had some or not. And they 
submitted a certification explaining that they did or 
did not have documents. 

We then prepared those documents -- we 
first reviewed the documents for responsiveness, and 
responsive documents were produced to the committee, 
and non-responsive documents were not. 

Q Who made decisions as to whether documents 
were responsive to the committees’ request? 

A The attorneys who were responsible for 
reviewing the documents. 

Q Who was that? 

A I did some of it. Virginia Rutledge. 

Q What office is she with? General counsel? 

A Yes. General Counsel’s office. Everyone 
here is in the General Counsel’s office. So Virginia 
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Rutledge, Adele Sigmund and Karen Dorsey. 

Q Who coordinated the document production? 

A Brad Buckles. 

Q Anyone else involved? 

A Counsel. 

Q When you said counsel, you pointed to 
counsel to your right, Ms. Kaplan. Right? 

A Right. My counsel, the Department’s 
counsel. 

Q Have ail responsive documents been 
produced? 

A I don’t know. 1 mean, I’m not working on 
it, so I don’t know if they have completed their 
production or not. 

Q When did you stop working on it? 

A A couple weeks ago. 

Q Why did you stop working on it? 

A Because 1 believe my name was coming up in 
the depositions quite a bit. 

Q Do you know specifically what reference is 
being made to you in the depositions that caused you 
to be taken off? 

64 

A No, 1 don’t. 

Q Do you know the approximate date when you 
stopped working on the production? 

A Well, it was possibly a week from last 
Monday. It was the week of October 28th, 1 believe. 

Q The week before Halloween? 

A Right. 

Q Are you aware whether any documents 
responsive to committee requests have been destroyed 
during the course of the production? 

A Am I aware that any documents responsive to 
the committee request were destroyed? 

Q During the course of production. 

A I’m not aware. What do you mean? 

MS. KAPLAN: Are you talking about 

production that this group was responsible for? 

THE WITNESS: You’ve got to clarify. 

BY MR. O’CALLAGHAN: 

Q Specifically, the Treasury Department’s 
production. 

MS. KAPLAN: Can we clarify again? You 

know there were two different -- you must know there 


41-381 97-23 


I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7284 


65 

were two different productions. 

THE WITNESS: The production I was working 

on? 

BY MR. O’CALLAGHAN: 

Q Correct. 

A Were any documents— 

Q — responsive to the request destroyed at 
any time for any reason? 

A No. 

Q During the production? 

A Not that I know of. 

Q Are you aware that any documents responsive 
to the committee’s request to any agency in 
connection with this hearing were destroyed during 
the course of production? 

A Any documents responsive — any Treasury 
documents? 

Q No. Any documents responsive to the 
committee’s request to other agencies— 

MS. KAPLAN: To other - 

MR. O’CALLAGHAN: Requests made to other 

agencies. 
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MS. KAPLAN: Requests made to other 

agencies? 

MR. O’CALLAGHAN: Yes. 

THE WITNESS: You said responsive to other 

agencies. 

BY MR. O’CALLAGHAN: 

Q I’m sorry, I misspoke. 

A So - 

Q Let me clear up the record. 

A I don’t know. I can’t say for sure whether 
that has occurred or not. 

Q I can ask it very specifically. Are you 
aware of any shredding of documents that has occurred 
during document productions to the committee? 

A Shredding of any documents anywhere? 

Q Any documents at all. Correct. 

A I’m sure documents have been shredded 
somewhere in the department, not that they related to 
this. I mean, your question is, Has any document 
ever been shredded in the Treasury Department during 
the time that we’re responding to this? 

Yes, I’m sure. 
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Q I’ll be more specific. It might be easier. 

I think you know what I’m asking about. 

A No. I’m happy to — please be specific. 

Q Have you been in the presence of anyone who 

has shredded documents that are responsive to any of 
the requests the committee has made of different 
agencies in connection with these hearings, whether 
originals or duplicates? 

A I don’t know if they were responsive or 
not. 

Q Any documents being gathered in the course 
of production done in connection with the committees 
request for documents? 

A Been shredded? 

Q Yes. 

A Yes, I have seen it. 

Q Could you describe the circumstances of 
what you -- the shredding that you saw? 

A l was at - I was in the inspector 
general’s office suites, Treasury inspector general’s 
suites at the ICC building. 

And 1 saw an inspector general - an 
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employee in the inspector general’s office shred some 
documents. 

Q What were you — why were you over at the 
Treasury inspector general’s office at ICC? 

A I went over there to identify treasury 
documents in their position. 

Q For what purpose? 

A For the purpose only of identifying 
treasury documents. They did not know what the 
documents were. 

Q In connection with the production 
committee? 

A 1 believe so. 

Q Who were you with? 

A Rick Doery. 

Q When did this occur? 

A 1 think it was October 18. 

Q What time of day? 

A 1 1:30 approximately, a.m. 

Q What — if you can describe the 
circumstances surrounding your witnessing him 
shredding paper. 
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Now, he was -- you were pointing out 
treasury documents to him. Is that correct? 

A That is correct. I went over there and 
there were two boxes of documents. 

Q That were in Treasury IG’s possession. Is 
that right? 

A There were several boxes of documents on a 
table. Rick moved a couple boxes away. There were 
two boxes of documents. I went through the documents 
briefly just to get an idea what was in there. I 
could tell some of the documents were Treasury 
documents by the Bates Number, not by the actual 
number, but by the, I guess, the style of the print. 

Q Where had these documents -- how had they 
come into Treasury IG’s possession, do you know? 

A Those documents, I don’t know. 

Q Did you identify Treasury documents for Mr. 
Dougherty? 

A Right. I did say that some of these 
documents with this type of Bates stamp are Treasury 
documents. 

Q And what did he do after you told him that? 
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A He said, Oh. He said thank you. And 
then — go ahead. 

Q Please, finish your answer. 

A Is that what you mean? Is that what you 
are asking? 

Q Sure. Did he ask you to do any further 
review of any other documents or provide an index or 
anything? 

A No. There were other documents that were 
non-treasury documents. He then determined that 
those were White House documents. 

Q And he was inspecting those? 

A Well, I pulled one out, and I said this is 
not a Treasury document, but I can’t tell you where 
it is from for sure. 

Q How did you know that wasn’t a Treasury 
document? 

A Because the number was different from the 
Bates stamp number we use. 

Q Do you know what was contained in the 
document you pulled? 

A No, I don’t know. 
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Q What it was? 

A No, I don’t. 1 don’t know. 

Q Did you hand it to him? 

A No, I don’t think so. 

Q What was he doing while you were going 
through the documents? 

A Well, that was — my initial review was 
very quick, took a second, really, a couple minutes 
maybe. He was standing next to me and watching me 
identify the documents. 

Q What happened next? 

A He then attempted to arrange the documents 
between Treasury documents and non-Treasury 
documents, but that was impossible because they were 
very intermingled. Treasury and non-Treasury 
documents, extremely intermingled. So. 

It would have taken two days to separate 
them, not two days but some time. That was not why 1 
was there. 

Q After - did he stop trying to do that 
after a while? 

A He did. 
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Q What did he do next? 

A I believe he was thinking about the 
documents, deciding what to do next. 

Q Did he ask for your advice on what to do 
next? 

A Well, because these were Treasury 
documents, we had certain conditions we wanted to 
place on his producing those documents to the 
committee. 

I voiced those conditions. 

Q Did he start pulling any documents to start 
gathering them for organizational purposes? 

A He did. Sure. 1 mean, the documents — he 
would pick them up, and he would ask me to hold them 
while he was arranging things, and I did, of course. 

And the documents were clipped and stapled, 
in some kind of order, but not on a chronological or 
a numerical order. 

So perhaps we might have pulled them apart, 
but I can’t recall exactly. But he did attempt to a 
arrange them somehow. But 1 think after a couple 
minutes, he realized that it would take too much 
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time. 

Q And then what happened after your 
discussion about the Treasury handling of documents 
concerns? 

A He determined that the non-Treasury 
documents were probably White House documents. 

Q Did he do anything with the documents after 
that? 

A What? 

Q Did he determine to pull out duplicates, or 
did he start new files? Did you leave the office? 

A He found an index to the White House 
documents. Then he found three other copies of the 
index to the White House documents. 

Q Was it an index that was generated by the 
White House or was it — 

A It was. It is the same index that is 
published in those green books that the committee 
published after the 1994 hearings. 

So at the beginning of the White House 
production that is contained in the green books, 
there is an index. It is the same exact index. 
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We also have a copy at the main Treasury. 

It is dated July 1, 1994, I think. 

Q So he showed you a copy of it? 

A Well, he pulled out a couple of copies and 
he asked me a question. He said 1 know these are 
White House documents and asked me to see if they had 
the same Bates Number, something like that. 

Q What did he do with the document that he 
pulled? 

A You mean the indexes? 

Q Correct. 

A He looked at them, paged through them, 1 
think, to make sure that they were duplicates or what 
they were. 

Q Did he look for handwritten notes, do you 
know? 

A I don’t know. 

Q What did he do after that? 

A He shredded the duplicates, or the extra 
copies. 

Q Do you know if he kept at least one copy of 
the document. 
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A Definitely, he kept at least one copy. 

Q Did you assist him in any of the shredding? 

A I don’t recall doing so. 

Q Did you run any documents through the 
shredder? 

A I don’t recall doing so. 

Q Were you standing by him at the shredder 
when he was doing it or giving him a hand? 

A Well, it was a very small room, so unless 1 
left the room, I believe 1 might have at one point, 
because I did to walk around the little bit. 

I was always standing next to him. But as 
he was doing that 1 was continuing to look at the 
documents, because I had some questions about what 
was actually contained in the two boxes. 

Q Was there anyone else in the office when 
this was going on? 

A There was one gentleman who worked for the 
inspector general’s office who I had never seen 
before, I had never met at that time, but he walked 
in and out maybe five times during the time that we 
were there. 
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Q And did you engage him in a conversation at 
all? 

A I might have said hello or something. 

Q Did he make any comments to you? 

A Not really. 

Q Do you know what his name is? 

A I don’t know. 

Q Have you ever been told — were you 
introduced to him or — 

A l don’t think I was introduced to him. 

Q Did Rick know him? 

A 1 believe he did. 

Q Rick didn’t introduce you? 

A No, I think he did. 

Q Do you recall saying that - when this 

gentleman walked in the room, do you recall saying 
these words. Ah, a witness, or something to that 
effect? 

MS. KAPLAN: Could we see what you are 

looking at? 

MR. O’CALLAGHAN: Sure. 

BY MR. O’CALLAGHAN: 
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Q I’m asking you independent of this. 

A Could you restate your question? 

Q If you recall saying in a joking or regular 
manner, Ah, a witness — 

A I believe I said that — 

Q — or words to that effect? 

A — to that gentleman. You’re a witness to 
this or something like that. 

Q What was the context of that? 

A Well, this was during the time that Rick 
was shredding these copies. And he, this man, was 
walking in and out, and l merely wanted to make him 
aware of the fact that he may be asked about this in 
the future, and he should realize and he should know 
of what is going on, that Rick is shredding copies of 
this index. 

Q So you alerted him that - 

A It was half-joking, but half-serious, 
realizing this is a very sensitive matter, and 
everything is questionable. And this gentlemen 
should be aware of this. 

Q You alerted him that you were just - that 
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just duplicates were being shredded? 

A I didn’t explain it, no. 

Q Okay. 

A But perhaps I thought it was obvious, and 
he would know that. 

Q Did he seem concerned or - 

A No, I don’t think so. 

Q You have been involved in a number of 
document productions since you have been a lawyer. 

Is that right? 

A That’s correct. 

Q During the course of document productions 
that have you been involved in, has it been your 
practice to shred duplicate copies of documents that 
are being produced? 

A I can only speak personally in the 
immediate future - most recent past, 1 don’t recall 
shredding documents, no. I mean, it wasn’t my 
practice to shred duplicates. 

I can’t remember — I was in private 
practice before working at Treasury, I can’t recall 
what we did with the document productions. It could 
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have been the case that we shredded duplicates. I 
just don’t recall? 

MS. KAPLAN: You’re asking about this 

production? 

MR. O’CALLAGHAN: No. I’m just asking him 

In general. That is how the question phrased. 

THE WITNESS: I think it could have 

been -- when I was in private practice, I think it 
was the — if there were duplicate copies of a 
production, because we would be making production to 
the other side, we would destroy duplicates. 

Otherwise, they would get confused with the 
production or lost or something. 

Q In connection with this, with this inquiry 
and your involvement in any document productions for 
Treasury, have you shredded any duplicates of any 
documents during the course of production? 

A In regard to this Whitewater matter? 

Q Correct. 

A I have not. 

Q Do you know anyone who has, other than what 
you have just testified to? 
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A No, I don’t think so. I don’t know anyone 
who has, no. 

Q Do you know anyone who has destroyed any 
original documents? 

A Oh, no. I don’t know anyone doing that. 

Q This is a one-page document. It doesn’t 
have a Bates stamp. It wasn’t provided during the 
course of production, per se. 

It is Department of Treasury stationery 
dated October 18. It is a memorandum for James M. 

Cottos. It’s from Ralph Martin, Office of 
Investigation. Subject is destruction of Whitewater 
documents. 

I’ll just ask you — because if I don’t, 

I’m sure the other counsel will — whether you — 
maybe speed this along — do you agree with the 
characterization of the event of October 18 that 
appears in that document? 

Does that seem consistent with your 
recollection? Is there anything in there that is 
inconsistent with the recollection of your document? 

A I thought the time was earlier. I didn’t 
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realize it was 12/20. 

Q Other than that? 

A I’m not sure I said exactly what he thought 
I said, but it was — or that it was obviously in a 
joking manner. I have no other objection. 

Could we take a copy of this? 

MR. O’CALLAGHAN: I’ll talk to counsel 

after the deposition. I have no further questions at 
this time. 

EXAMINATION 
BY MR. SCHAUER: 

Q It is not my intent, Mr. Rittling, to go 
over any information that you have testified to 
already. But in the course of following up, I might 
have to — 

A That’s fine. 

Q — have you repeat a few things, and I 
apologize for that. I’ll try to be brief. 

A I’m happy to answer any questions. 

Q The first thing I want to do is, I’m going 
to show you a document which is a 73-page document 

which is — the heading of which is White House 
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production log, July 1, 1994, Bates X000001 to 
X001451 and have you take a look at that. 

A Okay. 

Q Is that a copy of document that Mr. 

Dougherty shredded that day, October 1 8? 

A I believe that it is. 

Q I think you testified earlier that it was 
published in a green book. I just want the record to 
be clear. Would that be the book - actually, I’m 
not asking you to testify as to the volume number, 
but Volume A of Senate Hearing 103-889? 

A Yes. That would be the White House — or 
the Whitewater hearings, yes. It would be in that 
book. 

MR. SCHAUER: Could we go off the record, 

please? 

(Thereupon, a discussion was held off the 

record.) 

BY MR. SCHAUER: 

Q So to your knowledge — 

A Right. That is the index that was 
published in those green files regarding the 
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Whitewater hearings by the Senate. 

Q Just to be abundantly clear, some people 
are quite interested in this, this document wasn’t 
produced or called for in the production to the most 
recent request that this committee has set out. Is 
that correct? 

A Well, I don’t know if it would be 
responsive, if that’s what you’re asking. 

Q That’s the question. 

A I don’t think that that document would be 
responsive. 

MR. SCHAUER: Just to clarify the record, 

because these documents will not be amended to your 
transcript, I just want to make clear that this is a 
document that was produced not pursuant to this 
resolution, but to a prior Whitewater resolution, and 
was published once again in Volume A of Senate 
Hearing 103-889, page 3 to 75, which was hearings 
held pursuant to Senate Resolution 229 last Summer. 

The document which I showed you was a 
document that the Minority had as an index of 
documents that the White House produced in those — 
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in contemplation of those hearings. 

Is that consistent with your knowledge of 
the document? 

A It is. 

Q Do you know whether in the course of normal 
conduct the IG’s office, whether or not people throw 
documents out, or whether they are always shredded? 

A I wouldn’t know that. 

Q You testified earlier about your 
preparation of summaries of transcripts, and there 
was various testimony that you gave on the use, to 
your knowledge, of those summaries. Is that correct? 

A Yes. 

Q I know you testified that you can’t recall 
one way or another whether or not you provided those 
summaries to the White House. I just want to clarify 
that at one point you testified that if you did 
provide them to the White House, it would have been 
at someone else’s direction. Is that — 

A That’s correct. 

Q But that does not imply that you did or did 
not provide them? 
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A No, it doesn’t. 

Q Around that time or prior to that time, did 
you have contact with specific individuals in the 
White House’s counsel’s office? 

A I did have contact with individuals in the 
White House counsel’s office at that time. 

Q With whom would you have had contact? 

A I believe I spoke with Jane Sherburne on 
the telephone maybe once or twice. 

Q Anyone else? Sharon Conaway? 

A Perhaps Sharon Conaway. 1 think that’s 
about it, though. 

Q In the course of those discussions, do you 
recall any request by either Ms. Sherburne or Ms. 

Conaway for either the transcripts or the summaries? 

A No, 1 don’t recall a request like that. 

Q Were you aware at that point that either 
Ms. Sherburne or Ms. Conaway knew of the existence of 
the summaries that your office was preparing or had 
prepared? 

A I don’t know if they knew that. 

Q Regarding the draft report which you said 
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that -- you testified earlier that you looked at and 
then compared with the transcripts and the summaries. 

I just want to clarify what exactly you 
understood your mandate to be. Were you effectively 
just cite checking the report? 

A I think that’s a, perhaps, a good way to 
describe it. It was like a sub and cite assignment. 

Q Did anyone direct you at that point or at 
any point, to make edits to the report in a way which 
would slant the report in one way or another? 

A No, I was never asked to do that. 

Q Did you ever do that? 

A No, 1 did not. 

Q I just want to return to the issue of the 
summaries once again. I know that you testified that 
to the best of your knowledge those summaries were, 
perhaps, provided to the White House and to your 
knowledge, perhaps, provided to witnesses? 

A Uh-huh (Affirmative). 

Q And I wanted to follow up when you said 
witnesses, did you mean counsel for specific 
witnesses or actual witnesses? 
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A I think it was both. I’m not sure every 
witness was represented by an attorney, so if the 
witness was not represented by an attorney, we would 
just provide the transcript summaries to the witness. 

Q When you’re speaking of counsels for 
witnesses and witnesses in this context, do you mean 
witnesses from the Treasury Department? 

A Right. It would be Treasury witnesses, 
persons employed by the Treasury Department. 

Q Do you have specific knowledge of other 
witnesses being provided these summaries? 

A 1 don’t, no. 

Q Any reason to believe -- do you have reason 
to believe that witnesses that were not employed by 
the Treasury Department were provided these? 

A No. 

MR. O’CALLAGHAN: You’re referring to the 

summaries. Right? 

MR. SCHAUER: The summaries. 

BY MR. SCHAUER: 

Q You testified earlier that you were asked 
to prepare the set of transcripts on the date that I 
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think we have established to be July 23. Is that 
correct? 

A Yes. 

Q And you testified that you weren’t exactly 
sure whether or not copies were already made, or 
whether or not copies had to be made for this 
production to the White House? 

A Right. 1 wasn’t sure if we had already had 
copies, or we specifically made copies of the 
transcripts to send to the White House. 

Q At one point I think you speculated - and 
that’s what I just want to clarify, whether or not 
you speculated — that copies must have been made the 
night before. And then you went on to explain that 
you weren’t sure. 

I just want the clarify what your 
recollection is? 

A I guess what I was trying to say was that 
at some point before July 23, we must have made 
copies. I don’t know if it was the night before or a 
couple days before, but sometime before July 23, we 
made copies. 
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Q And just to clarify a bit more, copies were 
made prior to that, but did you have any knowledge of 
copies being made specifically for the purpose of 
providing them to the White House? 

A No, I don’t recall having that knowledge. 

Q When asked earlier about deposition 
summaries that may have went to Sharon Conaway, you 
said at one point that vaguely sounded familiar. 

Forgive me if I’m putting words in your mouth. Do 
you recall testifying to that earlier? 

A That the transcript summaries — I’m sorry. 

Q Right. That transcript summaries went to 
Sharon Conaway. It was a specific summary that we 
were discussing earlier. 

A Is that the question about Katsanos? 

Q Yes. 

A No, 1 don’t recall anything like that. I 
don’t recall that specific summary going to Sharon 
Conaway. 

Q 1 know that we went over this, and it may 
be clear on the record, but I just want to make sure 
because you know that I know that earlier you were 
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perhaps confusing events. 

When you testified earlier about 
discussions you had with either Mr. McHale or Mr. 
Schmalzbach regarding your preparation of the 
documents, the transcripts to be brought over to the 
White House, you testified at one point that you may 
have spoken to both of them. 

And then I think you later testified that 
your recollection is that you spoke just to Mr. 

McHale. 1 just want the make sure that that is 
accurate, to the best of your knowledge. 

A To the best of my memory, I think in regard 
to sending the transcripts to the White House, I 
recall just speaking with Mr. McHale. 

Q And in speaking to Mr. McHale, do you 
recall him relating to you any discussions that went 
on prior to that decision to transfer the transcripts 
to the White House? 

A 1 don’t recall that. 

Q And do you have any other — any actual 
knowledge of discussions that went on either between 
people within the Treasury or between people in the 
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Treasury and the White House regarding the transfer 
of transcripts from your office to the White House? 

A At that time, did I? 

Q At that time. 

A No, I don’t recall having knowledge of 
discussions regarding the transcripts at that time. 

Q Earlier you testified that you had talked 
with Ms. Kemer and requested that she provide you a 
copy of the edits that your office had suggested be 
made to the, at that time, draft report? 

A That’s right. 

Q Did Ms. Kemer indicate that she had 
possession of that or that she could — let me 
rephrase that. 

Did Ms. Kemer provide that to you right 
away, or did she say, Let me go see if l have it; I 
can obtain a copy; how did the conversation go? 

A 1 believe I went to her office and asked 
her for a copy, if she had a copy. And I believe 
shortly after that request, she did obtain a copy. 

But I’m not sure where she had to go to get 
it. I’m not sure how quickly she obtained it. I 
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think it was maybe within a half-hour or less. 

MR. SCHAUER: That’s all 1 have. 

EXAMINATION 

BY MR. O’CALLAGHAN: 

Q You were just asked whether the suggested 
edits that you prepared for the draft chronology was 
more of a cite check. Is that right? 

A 1 think that’s a good way to the describe 
it, substance and cite. 

Q How would you describe the substance that 
was added? 

A To make sure it was factually correct based 
on the transcripts. 

Q So it was more than checking cites and 
grammar. It was also some substance that was added? 

A Right. Like you would a law review 
article, which is, I think, where you got the phrase 
from, just like the law school days. 

MR. SCHAUER: Can I clarify that? 

THE WITNESS: The law school days? 

MR. SCHAUER: No, just the idea of 

substance. I just want to clarify that what you mean 
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here is that you were checking the substance as you 
saw them in the transcript and making sure that that 
substance matched with the referred quote. 

THE WITNESS: That’s correct. 

MR. O’CALLAGHAN: I have no further 

questions. Thanks. 

(Thereupon, the deposition was concluded at 
10:20 p.m.) 
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PROCEEDINGS 

Whereupon, 

JOHN T. SPOTILA 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name, please. 
A John T. Spotila. 

Q How do you spell that? 

A S-p-o-t-i-l-a. I will give you a card if 
that helps. 


3 


Q And your present business address. 

A U.S. Small Business Administration, 409 
Third Street, Southwest, Washington. 

Q And what is your business phone number? 

A 205-6713, area code 202. 

Q What is your title there? 

A General counsel. 

Q Now, before I ask you some further 

4 

questions with respect to your background, I would 
like to outline a number of things here, first of 
all, the deposition is being conducted pursuant to 
Senate Resolution 120. The resolution establishes a 
special committee administered by the Banking 
Committee to conduct an investigation involving 
Whitewater Development Corporation, Madison Guaranty 
Savings & Loan Association, Capital Management 
Services, Inc. and the Arkansas Development Finance 
Authority and other related matters. 

Specs 1(b), 2 — 1(b) 2(b) and (c), and 
l(b)3(e) relate to — outline the purposes of the 
special committee, and with respect to l(b)2(b) and 
(c), one of the stated purposes is to conduct an 
investigation and public hearing into and stud}' the 
following matters developed during or arising out of 
the investigation of public hearings concluded by the 
bank — excuse me — included by the Committee on 
Urban Affairs prior to the adoption of the 
resolution. Whether White House is engaged in 
improper contacts with any other agency or department 
in the government with regard to confidential RTC 
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information relating to Madison Guaranty Savings & 

Loan Association or Whitewater Development 
Corporation - and that’s section B. Section C, 
whether the Department of Justice has improperly 
handled RTC criminal referrals referring to Madison 
Guaranty Savings Sc Loan Association or Whitewater 
Development Corporation. And section l(b)3(e), to 
conduct an investigation and public hearings into and 
study of all matters that have any tendency to reveal 
the full facts about E, the source of funding and the 
lending practices of Capital Management Services, 

Inc., and its supervision and regulation by the Small 
Business Administration, including any alleged 
diversion of funds to Whitewater Development 
Corporation. 

This deposition is being taken in advance 
of a public hearing that will be held in November. 

It is possible that you may testily. We will be 
asking you a series of questions. You are testifying 
under oath. If you don’t understand a question, let 
us know and we will rephrase it. 

The stenographer will prepare a record of 

6 

questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings. Prior to the hearings 
you will receive a letter from the Committee telling 
you that you may come to the Senate to review the 
transcript of your deposition and make note of any 
corrections of transcription on an errata sheet. You 
may be represented by counsel and 1 note that you are 
appearing alone here today. 

Objections to the form of questions will be 
noted for the record. Counsel may object on grounds 
of privilege or relevance. The Committee Chairman 
may rule on objections where the witness refuses to 
answer a question. 

Do you have any questions about what 1 just 
outlined? 

A With regard to reviewing the transcript, is 
that whether or not I am called to testify or if 1 am 
called to testify? 

Q Yes. 

A Which? Whether or not or -- I am just 
curious. 
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Q Normally, it would be if you are called to 
testify, but 1 believe in some instances if they want 
to review them here, I can follow up on that after 
this. We might be able to make them available here 
whether you testify or not. 

MR. IVEY: Yes, 1 don’t know. 

THE WITNESS: I just want to make certain 

that - 

MR. GICALE: I will follow up. I believe 
we can, but I will double-check that. 

THE WITNESS: Okay. 

BY MR. GICALE: 

Q Mr. Spotila, how long have you been general 
counsel of the Small Business Administration? 

A Since, l believe, September 16, 1993. 

Q And where were you employed prior to that 
time? 

A Just prior to that I was in Cherry Hill, 

New Jersey, at a small law firm there. 

Q What was the name of that law firm? 

A Sacharow, S-a-c-h-a-r-o-w, A-d-I-e-r, 

G-o-l-d, T-a-y-l-o-r, and K-e-y-s-e-r. 

8 

Q How long had you been employed with that 
law firm? 

A I had been with that law firm a relatively 
short period, less than two months. And before that 
I had been in sole practice as the Law Offices of 
John Spotila, in Cherry Hill. 

Q Now, when — at the law firm of Sacharow, 

Adler, did you specialize in any particular area of 
law? 

A Both there and in sole practice l had a -- 
I really concentrated in interrelated areas, business 
law, real estate law, trust and estate planning. 

Q How long had you been a sole practitioner 
prior to joining that firm? 

A I had been a sole practitioner for quite a 
few years. I don’t recall the specific number, but I 
would say more than 10. If it is important to you, I 
can supply that. I just don’t recall it offhand. 

Q What did you do prior to becoming a sole 
practitioner? 

A Private practice in several small firms, so 
I had gone from — perhaps it would be easier if I 
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started from law school and went forward instead 
of — it might be easier for me to remember. 

Q Fine, okay. 

A I graduated from law school in 1971. 

Q Where did you go to college? 

A I went to Georgetown University as an 
undergraduate and to Yale Law School. 

Q When did you graduate from Georgetown 
University? 

A I graduated from Georgetown in 1968 and 
from Yale in 1971. 

Q What did you do after you graduated Yale 
Law School? 

A After I got out of law school I was with 
the Department of Justice in the criminal division 
appeals section. 

Q In Washington? 

A In Washington. I then — 

Q How long were you with them? 

A I was with them from approximately the fall 
of 1971, to I believe it was late summer of 19 — 
let’s see if I’ve got all these dates right. I 

10 

believe it was the end of 1973, the very end of 
1973. 

I then left there and went to Philadelphia 
where I was with a law firm called Cohen, C-o-h-e-n, 
S-h-a-p-i-r-o, and some other names if you need 
them. 

I was with them in all of 1974, into the 
late summer of 1975. 

Q And then what did you do next? 

A At that point I left that firm and was in 
law practice with one other attorney. It was at that 
point that I was in either a small firm or a sole 
practice from 1975 going forward. 

Q And who were you practicing with after you 
left Cohen, Shapiro? 

A Initially, I was with an attorney by the 
name of Robert V-e-d-a-t-s-k-y. I was with him for 
about two years. Perhaps just less — around two 
years. 

Then I was in sole practice, and then I was 
with another small firm called Shaiman, 

S-h-a-i-m-a-n, D-o-l-c-h-i-n, S-l-o-t-k-i-n and 
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Spotila. And then after 1 left that firm I was in 
sole practice again. 

Q And sole practice until you went to work 
for Sacharow, Adler? 

A Sacharow, Adler; right. 

Q Now, did you talk to anyone about the 
substance of your testimony prior to coming here 
today? 

A About the substance of it? 

Q Yes. 

A No, I mentioned that - my wife knows 1 am 
here and some people at the office know I am here. 

I touched very briefly on the mechanics of 
it with Mark Stevens, who I know you talked to last 
week. 

Q Have you talked to anyone who has appeared 
before the Committee for a deposition other than 
Mr. Stevens? 

A No, not to my knowledge. I am not sure who 
has appeared before you, but -- 

Q But with Mr. Stevens it was not with 

respect to substance, but just mechanics; is that 
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correct? 

A The only things I clarified with him were a 
couple of chronology dates that I was — but beyond 
that, we didn’t get into substance. 

Q Which dates did you discuss with him? 

A It was a general conversation, first of 
all, we didn’t spend - a lot of detailed work. I 
confirmed -- it had been my recollection that David 
Hale had been indicted in the fall of 1993 and he 
confirmed that that was true. 

I had a general recollection that in 
November of ’93 we’d gotten a request from the House 
Small Business Committee to supply some information, 
which we supplied. And — I think — I think that’s 
primarily what we talked about, those kinds of dates. 

Q Going back to your appointment as general 
counsel at the SBA, how did you obtain that 
appointment; how was it that you — 

A I am not sure that I understand the 
question. 1 can give you a little background and 
perhaps you can ask more — 

Q If you could. 
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A I have known the President for quite a 
while. I was a classmate of his at Georgetown, and 
briefly at Yale, although my third year was his first 
year at the school. 

I supported him on a part-time basis when 
he ran for President. After the election, I wrote to 
him and indicated that I was willing to devote some 
time to public service if he saw a place for me in 
the Administration. I was invited to come down and 
meet with Erskine Bowles in the summer of 1993, which 
1 did, and I was offered a position as general 
counsel. 

Q Who did you talk to — after you wrote 
"him” a letter, the President; correct? 

A Yes. 

Q You wrote him a letter about your interest 
in serving the administration; who did you talk to 
prior to seeing Mr. Bowles about a position? 

A I got a call from White House personnel, 
and I’m not certain the names of whoever it was at 
the time. I believe that Antonella, P-i-n-a-l-t-o, 
she was at White House personnel at the time and 1 
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know I talked to her, but I candidly do not remember 
who 1 talked to when or in what order. She was one 
of the people in personnel I talked to. I know I 
also talked with Ginger, L-e-w, who is now the 
general counsel at Department of Commerce, spoke with 
her about it. Again, I just don’t remember. 

Q And did you speak to the President or the 
First Lady about your - about the possibility - 

A No, I did not. Not directly. 

Q - of working in the Administration. 

Well, through anyone else, other than the 
people you’ve named, Pinalto and Lew. 

A Melanne Verveer, V-e-r-v-e-e-r, is a friend 
from Georgetown days, so I am sure I would have 
mentioned it to her. I didn’t really carry on a 
conversation with her, through her with the First 
Lady or the President. It is possible I would have 
talked to other people, too, I just do not recall. 

Q Between the time you went to school with 
the Clintons, Mr. Clinton, I take it, at Yale — 

A Actually, Hillary was at the law school 
while I was there as well, although I did not know 
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her as well. 

Q The time you worked on the campaign in 
1992, did you continue to have some kind of a 
personal relationship with the Clintons? 

A Not — not in any kind of -- in terms of 
ongoing, frequent contact. 1 did see the President 
in 1988 at a class reunion, for example. You know, I 
maintained the relationship, although I think 
occasionally we would get some literature or perhaps 
correspondence, but I was not in close, day-to-day 
contact in any way. 

Q Okay. And then - so at some time in 1993 
you came to see Mr. Bowles and had a discussion about 
the possibility of serving with him? 

A Yes. 

Q Do you know when in ’93 that was? 

A I believe it was sometime in June. Mid to 
late June, the best 1 recall. 

Q And how soon after that was there some 
indication that you would be selected as general 
counsel? 

A 1 think it was relatively soon after that, 
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but I don’t recall specifically. 

Q Now you came - 

A I guess I should clarify. 

1 think there was some expression of -- you 
know, that they were going to make an offer, but then 
you needed to submit all the various forms and do 
background checks and the all the rest of those 
things, so I don’t know that there was an offer as 
such until much later. 

Q Did you serve as a consultant prior to 
being confirmed in this position? 

A No. 1 did attend one or two meetings, I 
think. In other words, I had come down, where I 
think my travel expenses were covered to come down 
for the day, but those were really more for my 
background, so I did some additional background on 
the agency, but I wasn’t paid for that time. 1 
wasn’t paid for that. I just — they paid my train 
fare. 

Q Do you know when those meetings occurred? 

A I would guess August. Perhaps one or two 
Fridays. 
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Q Who were those meetings with? 

A I would have met with Marty Teckler, who 
was the deputy general counsel. He was then acting 
general counsel. 

Q Who else? 

A It is possible I would have sat in on a 
meeting as an observer, but 1 didn’t participate in 
any meetings. 

Q Were there any discussions at those 
meetings about the substance of any ongoing cases, 
and, in particular, for instance, Capital Management? 

A Not that I recall, no. 

Q Now, your position was subject to 
confirmation by the Senate? 

A No, it was not. It was not a confirmation 
position. 

Q So then you came to the SB A September 16? 

A I believe it was the 16th. 

Q Now, when you came to the SBA on the 16th, 
how soon after coming to the agency were you briefed 
about pending cases, pending matters? Let me 
rephrase that, would you, that question — okay, 
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strike that. 

How soon after you came to the SBA, on 
September 16, 1993, did the matter of Capital 
Management come up in discussions? 

A 1 don’t recall the specific day, but it was 
relatively soon after I arrived at SBA that I learned 
that we had a case involving a Small Business 
Investment Company called Capital Management that had 
been based in Arkansas. It was being handled by Mark 
Stevens in my office who headed up the SBIC 
liquidation section for us. 

Q Now, as a point of reference, at some point 
in time you found out that Mr. Hale was an officer in 
that corporation, Capital Management; correct, or had 
something to do with the management? 

A I would have, sure. As part of that 
background I am sure it would have been mentioned. 

Q In any event, you found at some point in 
time Mr. Hale was indicted? 

A Yes. 

Q Now, was this meeting with — the first 
meeting or update with respect to Capital Management 
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prior to his indictment or subsequent? 

A I am sure I would have heard -- it is 
very -- it is likely that I would have heard the name 
of Capital Management before the indictment, but I 
must say I don’t remember the precise day of the 
indictment so it is hard for me to tell. 

Q If, by reference, the date September 23, 
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A That’s the indictment. The reason I say it 
is likely I heard it is because I believe Mark went 
to Arkansas right about the time I came on board - 
he may even have been in Arkansas the day I 
started — so he would have reported to me in the 
normal course that he had been in Arkansas and why, 
namely that he was — I believe he may have been 
going down there to get the receivership. Again, you 
may know that date better than I, but I do recall 
that he had been down in Arkansas, and so he would 
have mentioned he was down there for an SBIC named 
Capital Management. 

Q Did he talk to you about this prior to — 
before or after your agency obtained the 
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receivership, if you know? 

A I don’t recall. I don’t recall whether he 
was reporting to me that he had gone to get it, or - 
if you know that date offhand, it might make it 
easier. I just don’t recall the date. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

MR. GICALE: Back on the record. 

BY MR. GICALE: 

Q In any event, you remember some kind of 
conversation with Mr. Stevens, at some point in time, 
surrounding the receivership? 

A Yes. As you’ve just refreshed my 
recollection, apparently we got the receivership on 
the 15th of September, which was right before I came 
to the SBA. Mark, in all likelihood, was in Arkansas 
to get that and he would have come back and sometime 
after the 16th he would have mentioned to me he was 
there to get the receivership. You mentioned the 
indictment was the 23rd of September, so his 
background briefing of me most likely would have 
occurred right after the indictment was issued. 
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Q In what manner did he brief you? Was it in 
your office? Was it an oral briefing or a written 
briefing? 

A I don’t have a specific recollection of 
all — it is most likely that it would have been an 
oral briefing. Most typically that was what he would 
have done. 

Q In your office? 

A Most likely in my office. 

Q Who else was present? 

A I’m not sure whether Marty Teckler would 
have been there. He might have been. I just don’t 
recall. Since I was brand new and Marty had been a 
career deputy and had been the acting general 
counsel, I relied pretty heavily on him for 
background. Candidly, I was trying to learn what a 
Small Business Investment Company was at the time so 
I relied pretty heavily on the career people that 
handled that area. 

Q In the first briefing you received from 
Mr. Stevens, what information did he convey to you? 

A He would have conveyed to me that we had a 
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SBIC. 

Q I know you said "he would have conveyed to 
me," and I guess what I would like to obtain from you 
is what you remember him conveying to you. 

A As best I remember — I mean, when I say 
"would have," I don’t recall the specifics of the 
conversation. To say that he told me A, B, C and D, 

I just do not recall that. It does not stand out in 
my memory particularly because I was being briefed on 
a lot of different things at this time, and this was 
one of them. It was -- it was the most current 
example of a failed SBIC, and he had just taken 
action on it, so his briefing would have given me 
summary facts about that, and it was used as an 
opportunity to tell me something about SBICs which, 
frankly, I didn’t know very much about at the time. 

Q Do you recall whether or not he showed you 
copies of documents related to your agency’s 
investigation of this SBIC and/or the receivership? 

A No, he did not show me any documents. 

Q All of this was oral? 

A Would have been a general oral briefing. 
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Q Do you know whether or not he outlined 
conversations he had with either the FBI or the U.S. 
Attorney’s Office? 

A No, he -- what 1 do recall pretty much from 
the beginning of Capital Management is that he 
mentioned we were cooperating with the FBI and I told 
him to continue doing that, to handle it in the 
normal course, both with the FBI and the Department 
of Justice, but he did not discuss with me any 
specific conversations he was having. 

Q So you don’t recall him describing the 
specific — strike that question. 

Do you recall him describing when the 
agency had referred this matter to the Inspector 
General? 

A I don’t recall whether in the first 
conversation that we had about it, he mentioned 
anything about the Inspector General. He may have 
mentioned that we had made a referral. 1 know that 
at some point, early on in September, he mentioned to 
me that the SBA had made a referral to the Inspector 
General, who had made a referral to the FBI, which 
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had investigated the owner of this or owners of this 
SBIC, and I told him to cooperate fully. That was -- 

Q Do you know whether or not he showed you 
copies of memos that had previously been sent to 
Mr. Foren with respect to the status of the 
receivership or the investigation, with respect to 
Mr. Hale, by the U.S. Attorney’s Office or the FBI? 

A I don’t recall being shown any memos like 
that at the time when 1 first came on. It doesn’t 
stick out in my memory particularly. 

Q After that initial briefing, do you recall 
any subsequent briefing from Mr. Stevens and/or 
anyone else with respect to this matter? 

A Well, Mr. Stevens was handling the case, so 
he would -- as all of my section chiefs would do -- 
keep me generally apprised of progress of their work, 
in this case. He had other SBICs he was also 
involved in liquidating and — in some cases 
liquidating. When I say "he," or the people in his 
section. He would periodically — we would typically 
have weekly staff meetings and he would periodically 
report to me generally how things were progressing. 
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In the case of Capital Management, that would 
translate into, if a significant step was taken, for 
example, when the indictment occurred, which was a 
week after I got there, he told me that Hale was 
being indicted and that we were cooperating, and I 
told him to continue to do. 

I think he mentioned that it might be in 
the newspapers. 

Q Did he mention why it might be in the 
newspaper? 

A Because it was Arkansas. Because it was 
from Arkansas. 

Q Did he mention any additional allegations 
that might come up with respect to — in the 
newspapers with respect to the President or Governor 
Tucker? 

A Actually, at the time he said there was no 
indication that the President was involved at all or 
anyone else in the White House. That as best he knew 
from the materials we had there was no involvement of 
the President. 

So again, I -- 
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Q What about Governor Tucker? 

A I don’t recall him mentioning Governor 
Tucker. 

Q Did he mention any other names in terms of 
your investigation at that point other than — 

A Again, I didn’t inquire into all the 
specifics of the case. He mentioned David Hale 
because David Hale owned 80 percent or whatever of 
the SBIC and ran it. And I knew there were small 
businesses they would have been dealing with and 
obviously it was an investigation so they were going 
to look into whoever would be involved, but I don’t 
recall him mentioning other -- if he mentioned other 
people that were going to be investigated, I don’t 
recall who they were. They were not names of people 
that I knew or people I would recognize. 

Q So the only thing you knew at that point 
was there was going to be an indictment of this 
individual in Arkansas. 

Did he describe to you — did he tell you 
that the individual was a judge in Arkansas? 

A He may have mentioned that he was some kind 
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of judge or municipal judge or something like that. 

I think he mentioned that our records suggested that 
Hale had stolen money or at least — I am not sure if 
he would have used the word "stolen," but had reason 
to believe that he had acted wrongfully. 

Q Now, up to this point ~ and this is just 
prior to the indictment — the information you 
received from Mr. Stevens, did you, in turn, convey 
it to anyone else? 

A When you say "the information I received"? 

Q Well, the briefing, initial briefing you 
received and then the information that Mr. Hale would 
be indicted. 

A It is possible that 1 would have mentioned 
something to Erskine Bowles, who was the 
administrator, to say that we had this case and that 
Hale was going to be indicted. I don’t have a 
specific recollection of the conversation, but in the 
ordinary course it is something 1 might have 
mentioned to Erskine. 

Q Did you let anybody know at the White 
House? 
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A I didn’t discuss the briefing in any way. 

It is — I do not know whether I would have mentioned 
to somebody that Hale was being indicted — that we 
had an indictment being issued. It is possible. We 
do weekly reports to the White House. We - again, I 
would not have gone into any other details that Mark 
went over with me, but whether I would have mentioned 
an indictment that was about to be public, it is 
possible. I don’t recall. 

Q Is there someone at the White House you 
would have had some weekly contact with that might 
have been a person you would have notified of this? 

A Back in September, we — normally weekly 
reports went through our chief of state, Katie 
B-r-o-r-e-n. I don’t — in the last two years, 
obviously, I have dealt with the people in the White 
House - I am trying to think who I would have dealt 
with there. 

I don’t recall any — there was no one I 
had a formal reporting relationship to at the White 
House at that time, or since then, for that matter, 
where 1 would have given weekly reports verbally to 
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anyone. 

Q Is there someone that you were more 
friendly with at the White House that you may have 
discussed it with in terms of giving them some kind 
of heads-up on this information? 

A It is possible I would have said something 
to M-e-l-a-n-n-e Verveer, but it would only have 
been — 1 knew the indictment would be public and in 
the newspapers, so it is possible I said something to 
Melanne about it. I don’t remember anyone else that 
I would particularly have talked to. 

Q Now, why would it have been of relevance to 
Melanne Verveer if you did tell her? 

A I don’t know that it would have been of 
relevance. I was on the job, at this point, a week. 

And Melanne was a friend who worked in the White 
House. Probably helped me, in some way, to get the 
job. So it is possible I would have mentioned it in 
a conversation with her. 

Q Now, what was her position again? 

A She is deputy chief of staff for 
Mrs. Clinton, but I would not have briefed her. I 
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didn’t get into the substance of it. 

Q How frequently would you talk to Melanne 
Verveer ~ off the record. 

(Discussion off the record.) 

MR. GICALE: Back on the record. 

BY MR. GICALE: 

Q How frequently would you talk to Melanne 
Verveer about this — 

A There was no regular basis. I guess you 
need to understand, I had started at the SBA on the 
16th. My family was still in New Jersey. 1 was 
living in a — you know, in an apartment on a 
month-to-month lease, so I didn’t know that many 
people in Washington. Melanne was someone I had 
known from Georgetown days, so I had a long -- I had 
a long-standing personal friendship. So she would be 
a person that I would talk to as someone that 1 
happened to know in Washington at the time as opposed 
to her in — particularly in her official capacity. 

I didn’t have any kind of — I didn’t have 
regular conversations, if you will, other than ones 
with friends, and that tended to be now and then. I 
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don’t particularly recall what times that might have 
been. 

Q But if you did let her know, was there any 
reason to let her know about an indictment of this 
sort, upcoming indictment? 

A 1 guess to some degree it is speculation. 

I might have said it because it was coming out of 
Arkansas and there might be publicity about it and 
she might be interested in it. But again, it would 
have been a casual reference, not a — any kind of 
in-depth conversation. 

Q Did you have any conversations with anyone 
else about the possibility of Mr. Hale’s indictment 
or the information you had received from Mr. Stevens 
at that point? 

A Not that I recall, no. 

Q Now, at some point subsequent to Mr. Hale’s 
indictment, there was a newspaper article in Arkansas 
with respect to some allegations that Mr. Hale had 
made. 

Did you receive a copy of that or were you 
notified of that? 
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A I think Mark Stevens made me aware of it at 
some point. 

Q And what did he tell you? Did he show you 
a copy? 

A Probably gave me a photocopy. That would 
be my guess. 

Q Do you remember what the allegations were 
in that article? 

A Part of — the reason I am pausing, I am 
trying to remember what 1 knew then versus what I may 
have read since then because, obviously, there has 
been a lot more press coverage of it now than then. 

My recollection is that he suggested he had been — 
perhaps been pressured into some of the things he had 
done. 

Q He? 

A David Hale. That David Hale had suggested 
to the news reporter that some of his decisions with 
respect to Capital Management had been influenced or 
pressured. 

Q By whom? 

A By - again, I’m doing this from memory -- 
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by political figures in Arkansas. 

Q Which ones, President Clinton and 
Mr. Tucker? 

A That would be what I recall he said. And 1 
recall when Mark showed me a copy of the article, 1 
asked if we had any indications whatsoever that 
supported that and he said no, there was no evidence 
of that in our files. 

Q Now, I take it from that point forward, you 
continued to receive weekly briefings from 
Mr. Stevens with respect to this case and other 
cases? 

A Not necessarily about - 1 would receive 
weekly reports from all of my section chiefs about 
what they were doing. It wouldn’t necessarily be a 
weekly report about Capital Management. 

Q Right, but this would be one amongst a 
number of cases that would be discussed? 

A Or — whether it would be discussed or he 
would give me the — in other words, he would go over 
the highlights, as my head of litigation would do or 
general law, highlights of what they might be working 
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on, and so every now and then he would talk about 
Capital Management perhaps. 

The main discussion of Capital Management, 
as I recall now, I did not see a particular need for 
me to get into the details of Capital Management. My 
instructions to Mark from the beginning were to 
handle it thoroughly and assertively and in complete 
cooperation with the Department of Justice and the 
FBI, which at that point were actively involved in 
it, and our main focus at SBA was to try and recover 
money. 

1 had complete confidence that Mark would 

do that. 

Q Did Mark brief you on the steps he was 
taking to attempt to recover money from the SBA? 

A In general terms, that he was — you know, 
they were — to some degree he was stymied because 
the FBI and the Department of Justice were 
investigating and we had to basically wait to see 
what they were going to do or what they would let us 
do, so — 1 felt comfortable he was doing what could 
be done. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7319 


35 

Q In terms of your briefings from 
Mr. Stevens, did you receive briefings separate and 
apart from your weekly briefings with respect to 
the — to your other cases at that time, with respect 
to the Capital Management? 

A I don’t recall special briefings on Capital 
Management. It is possible -- it is possible that if 
some event occurred in the case he would tell me, but 
I don’t have a specific recollection of that. It is 
not as if he had -- frankly, that we were giving it 
that kind of priority attention. At least that I 
was. I felt he was handling it. 

Q After you received information from him 
with respect to the newspaper article that appeared, 
did you discuss that with Mr. Bowles at all or rniyone 
at the while House? 

A No, 1 don’t believe so. My only 
conversations with Mr. Bowles, even when I mentioned 
the indictment, his instructions to me were do the 
right thing, just proceed in the normal course. 

Basically he didn’t want to be involved in the 
details of it. 
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Q You knew that Mr. Stevens from time to time 
would meet with agents from the FBI and people from 
the U.S. Attorney’s Office after the indictment; were 
you aware that he was meeting them? 

A I knew in general that he was coordinating 
with them, but I didn’t necessarily know when he was 
meeting or with whom or - again, 1 just didn’t 
inquire into that particularly. He would 
occasionally say he had to go to Arkansas for some 
purpose. We had taken receivership of the SBIC so he 
had some work to get involved in, gathering the 
records and the like, but he basically made the 
decisions as to what he needed do and I really was 
not involved in the specifics. 

Q So do you know, for instance, whether or 
not you had any discussions with him with respect to 
Castle Sewer & Water or Master Marketing or South 
Loop, S-o-u-t-h, L-o-o-p? 

A I don’t recall any specific conversations 
about those matters. 

Q Or Campobello? 

A I can’t swear they never came up, but I 
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don’t have any recollection of them. 

Q Or Campobello? 

A These are names that I am familiar with 
because they were names that have been in the 
newspapers and names that have been — that evidently 
were business concerns that dealt with Capital 
Management, but I don’t recall specific discussions 
with Mark about the matters or what our files 
indicated. 

Q Do you recall any discussions with him 
about the potential involvement of Castle Sewer & 

Water and Governor Tucker? 

A I don’t recall any discussions about that. 

Q Do you recall whether or not he told you he 
had had conversations with Mr. Hale and/or his 
attorney at some point in October of 1993? 

A I don’t — I don’t have a specific 
recollection. It is possible he would have told me 
that he was meeting with Hale’s attorneys. I think 
at some point certainly I knew that he had had 
conversations with David Hale’s attorney. I don’t 
recall specifically whether that was October or at 
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some other point, but it could have been October. 

Q Do you recall what he told you about his 
conversations with Mr. Hale and/or his attorney? 

A Well, at the time I know that Mark was 
attempting to gather more information as to what had 
happened. And within the limits of what Mark was 
able to do, given a criminal investigation, he was 
trying to give us a better idea of how we might 
collect money that was owed us. 

I mean, the suggestion was that, for 
example, there might be small businesses that owed 
Capital Management money that, in fact, would repay 
it. If we knew who owed what — and that wouldn’t 
necessarily be even against David Hale’s interest, 
because at that point Hale was out. 1 had learned he 
was out of the SBIC, so Mark would have attempted to 
meet with Hale, through his counsel, or his counsel 
alone, to get more information along those lines so 
that we may be able to recover more money. The 
specifics of when he did that or what conversations 
they had or how much success he had, Mark would not 
necessarily have gone into detail with me on. And 
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whatever it is Mark went over with me, I don’t have a 
clear recollection of it now. I mean, I just — it 
is not something that I made any effort to remember. 

Q Do you recall, for instance, whether he 
talked about discussions with Mr. Hale’s attorney, 

Mr. Coleman, with respect to Steven Smith? 

A I don’t recall. 

Q Or Dean Paul? 

A Other than remembering the name "Dean 
Paul," I don’t remember anything else about it. So I 
just don’t recall. 

Q Or Tucker or Castle Sewer & Water? 

A I don’t recall. 

And in trying to answer — 1 am trying to 
answer as clearly as I can. Obviously, there have 
been news articles written since then. I am trying 
to be careful not to ascribe to a briefing from Mark 
something I read in a newspaper months later. As 
best I remember, the briefings were -- background 
information I got from Mark was general in nature, it 
was only designed to let me know that he was 
continuing to give the case proper attention and due 
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diligence, which is what I had asked him to do. 

I did not need to know the details of that 
case any more than l needed to know the details of 
other cases he was handling and I had plenty of other 
things to focus my attention on so I made no special 
effort to try to find out. If he told me some of 
those details I wouldn’t necessarily have made any 
effort to remember them and, in fact, I don’t 
remember them now. 

Q Well, subsequent to the indictment of 
Mr. Hale, there was a request sometime in November of 
1993 from Congressman LaFalce and his committee for 
some documents from the SBA; correct? 

A That’s right. 

Q Do you recall the date — 

A It was — 

Q - of that request? 

A It was in November. I believe that the due 
date for the materials was the 15th of November. 

I remember that Mark handled assembly of 
the materials. He may have had assistance from Marty 
Teckler. I remember there was quite a rush to try to 
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get the material together to send over to the -- to 
Congress. 

Q Now, using those dates or events as 
reference points, from the time of Mr. Hale’s 
indictment and when you learned about the newspaper 
article, from the time you received the request from 
Congressman LaFalce, do you remember any details 
about the briefings you received from Mr. Stevens 
with respect to the information he had obtained with 
respect to Tucker or Stevens or Master Marketing or 
the McDougals? 

A All I recall is that there were a list of 
companies, something like 18 perhaps — I don’t know 
if that’s the accurate number, but my impression was 
there were a number of businesses that we knew 
Capital Management had dealt with, had lent money to, 
that there appeared — the possibility there were 
some interconnections between some of them, although 
we did not know for sure. Mark was trying to pursue 
that. 

There had been - there may have been other 
news coverage - 1 don’t remember specifically when 
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it all occurred — that had suggested that Tucker 
could be involved or McDougal might have been 
involved. It is not -- again, it is not something 
that I was trying to track very, very closely, so — 
and I don’t have a specific recollection of being 
briefed by Mark on those details. Obviously, as the 
case took on more attention my recollection is that 
in November when the request came in from Congressman 
LaFalce, there had been some news coverage prior to 
the request - there was some news coverage of the 
request, that is to say that 1 believe it was 
reported in the news that on — it had been reported 
in the news that the SBA would give some type of 
report to the committee on the 1 5th of November, so 1 
would have been aware that it was getting more and 
more attention. Again, I didn’t attempt to do Mark’s 
job for him. I didn’t try get into the nitty-gritty 
of the case. 

Q Did you continue to brief either Mr. Bowles 
or anyone else at the SBA or anyone at the White 
House between the time of Mr. Hale’s indictment in 
September of 1993 and the time that Congressman 
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LaFalce made this request to you? 

A I didn’t brief anyone at the White House. 

If I made any mention at all to Mr. Bowles, it would 
only have been to say that we were continuing to — 
with Mark Stevens in charge and with some help from 
Marty Teckler, my deputy, we were continuing to work 
the case diligently in cooperation with the 
Department of Justice, but I wouldn’t have 
particularly briefed Erskine Bowles in any greater 
detail because he didn’t particularly want to be 
briefed in any greater detail. 

Q Are you aware of anyone else briefing 
anyone at the White House during this time period, or 
anyone at some other agency? 

A I am not aware of any briefings. No, I am 
not aware of any such briefings. 

Q Or any briefings to people outside the 
White House. Are you aware of any briefings outside 
your agency ~ 

A No, 1 am not. 

Q — during this time period? 

A No, I am not. 
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The only other contact with the White House 
came the next day, on the 16th of November, but from 
the 15th of November and earlier I am not aware of 
any contacts. 1 don’t know that they didn’t occur, I 
just don’t have any knowledge one way or the other. 

Q You don’t remember one way or the other? 

A No, I mean, I — 

Q I want to straighten this out. You don’t 
know — 

A In other words, I never briefed anyone and 
I am not aware of anyone else who was ever briefing 
anyone at the White House about our case. 

Q Would you have had any more conversations 
with Melanne Verveer about the briefings that you 
received from Mr. Stevens during this time period? 

A I don’t think so. I don’t believe I did, 
no. 

Q Do you recall whether or not Mr. Stevens 
told you that they had obtained a number of records 
from Mr. Hale on a number of occasions? 

A Well, the nature of — when SBA was 
appointed by the court as receiver for Capital 
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Management in that capacity, it took over in Arkansas 
the records of the Small Business Investment Company, 
those would be the internal records that would have 
involved the actual files for each company they were 
dealing with and so forth. Materials that were not 
normally present in Washington, and I think were not 
present in Washington, the SBA’s own files. 

The receivership files were, I believe, all 
in Arkansas and other than being turned over to the 
FBI, I think they remained in Arkansas at that time. 

Q Did he show you lists of documents they had 
obtained or received — your agency had obtained or 
received from Mr. Stevens? 

A No, I don’t believe so. 

Q Or lists of documents they may have 
obtained from the FBI? 

A I don’t believe so. I know there were a 
lot of records, but I don’t believe I saw lists of 
what they were. 

Q When you were briefed in early — I’m 
sorry, in mid-September, did you ask to look at the 
file to determine what had occurred up to that point? 


Q So once again, if there were memos, for 
instance, from Mr. Bowles or some other supervisor, 
do you know whether or not such memos existed prior 
to your coming to the SBA? 

A No, I really don’t know. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

MR. GICALE: Would you please mark these 
for identification. 

(Spotila Exhibits 1 through 3 
identified.) 

BY MR. GICALE: 

Q Showing you what’s marked for 
identification as Exhibit Number 1, which is a copy 
of a letter dated November 15, 1993, to Honorable 
John LaFalce, from Erskine Bowles, regarding Capital 
Management Services, Incorporated, can you identify 
that for me? 

A This looks like a copy of the letter that 
went to Chairman LaFalce, that I was referring to 
earlier, for the report that was requested for the 
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Q Did you assist in preparing the response to 
Chairman LaFalce? 

A I don’t believe I assisted in preparing 
it. I believe that Mark Stevens was probably 
primarily involved in preparing it, perhaps with 
Marty Teckler’s assistance. I was aware of it. I 
don’t think I prepared it. 

Q Would you have reviewed it prior to it 
being submitted to Chairman LaFalce? 

A I probably would have read it. If I didn’t 
read it right before, I read it right after. 

Q Now, on the third page, the second to last 
line of that letter, it indicates that, "as 
additional background, I am attaching further 
information relating to Capital Management." Was 
there any other information which was submitted to 
Chairman LaFalce along with this letter at this time? 

A Yes. 

Q Did -- were you aware of the information, 
the additional information that was being submitted 

with this letter? 
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A I was aware in general that we were 
submitting information. I don’t know, about a box 
full of it. Mark Stevens had indicated that he had 
put together materials that he thought were 
responsive, materials from SBA’s files. My 
recollection is they were some of the forms that 
Capital Management had submitted to the SBA, and 
perhaps some of the examination reports that SBA 
would have done, copies of some things that were 
public, like the indictment of Hale and probably -- 
probably the receivership. 

Q Do you recall reviewing any of that 
documentation? 

A No, I don’t believe I reviewed it. 

Q Do you recall reviewing a list of the 
documents — the list of attachments that were sent 
out? 

A I don’t recall reviewing the list. It is 
possible I would have seen it. I don’t recall it 
offhand. 

Q I am going to show you what’s marked for 
identification as Bates number 002894, a document 
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entitled "List of Attachments," and these are 
numbered 1 through 12. Can you review that document, 
please, and tell us whether you can identify it? 

A I am reviewing it. I can’t identify it. I 
don’t recall it specifically. 

Q Do you recall being presented a list 
attachments similar to this list? 

A Back in November? 

Q Yes. 

A I don’t recall, no. It is possible I was 
shown. I don’t have a specific recollection. 

Q Do you recall whether or not one of 
documents that was sent to Congressman LaFalce was a 
memorandum referring Capital Management Services, 

Inc. to the Inspector General for investigations, 
from the associate administrator of investment dated 
May 5th, 1993? 

A I know now that it was part of it. I don’t 
recall at the time that I knew. 

Q At the top of the document marked for 
identification as Exhibit Number 1, there is a notice 
which indicates that "the information contained 
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herein has been determined to be confidential in 
nature, and, therefore, is not releaseable to 
unauthorized parties," citing possible violations of 
federal law including the Privacy Act and the Right 
to Financial Privacy Act. 

Do you recall seeing this notice on the 
response to Congressman LaFalce? 

A Yes. 

Q Do you recall discussing why that notice 
was on that letter with Mr. Stevens or someone else 
from your staff? 

A I don’t recall discussing it, no. 

Q Were there indications that the information 
was confidential, and possibly subject to the Privacy 
Act or the Financial Privacy Act? 

A Well, I think we - I was aware that it was 
not information for public disclosure. The purpose 
of adding it to the communication to the chairman, we 
had received a — a request from the chairman in his 
role as chairman of our oversight committee, and my 
recollection is that he asked for background 
information about this case because the committee was 
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interested in reviewing the way SBA had administered 
the program and our oversight of this particular 
SBIC. 

We submitted information, and in sending it 
over to them, attached the confidentiality notice as 
we do typically to remind the chairman that this 
particular set of documents is not for public 
disclosure, it is for the committee’s use. So I 
would have known that at the time. I don’t think 
there was a specific discussion of it at the time. 

Q The list of attachments that I previously 
showed to you, identified as 0028894, you don’t 
specifically recall this list, I believe that’s what 
you’ve testified; correct? 

A That’s correct. I don’t — I believe what 
I said was that — you asked if at the time I 
remember looking over this list and I said I do not 
recall looking over this list at the time. 

Q But since that — since that time, you have 
seen the list? 

A I believe I did see the list a week later 
at least. I can explain what I mean by that. I 
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don’t mean to be cryptic. 

Q No, you are not, go ahead. 

A Let me say in quick summary fashion and 
then you may want to explore further. 

The day after we sent this material to the 
chairman, I received a phone call from Neil Eggleston 
in White House counsel’s office. He asked for a 
copy — he had read in the newspaper, apparently, 
that we were sending a report to Congress. He wanted 
to know if he could get a copy of it. I sent him a 
copy of the letter — I think I - let me retract 
that. I think the first thing I sent him was a copy 
of the press release. Then I sent him a copy of the 
letter when he asked for that and then he asked 
whether he could see the attachments and we ended up 
giving him the attachments. 

Once I did that, I mentioned to Erskine 
that we had gotten this request, because this was out 
of the ordinary. Erskine Bowles suggested — asked 
me whether we had talked to the Department of Justice 
about it and I said we had not, but we would. So I 
asked Mark Stevens to call his contacts at the 
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Department of Justice and see if they had any concern 
about this, or if they had any preference one way or 
the other even if it wasn’t a concern. Mark came 
back to me and mentioned that they were going to 
think about it for a day. They did and then a day 
after that, which I think would have been like two 
days later, they asked us to get the material back. 

So I put Mark to work on getting the material back, 
which he did. 

Then, about a week after this occurred, the 
middle of the following week, Don Mackay from the 
Department of Justice and a couple of his people and 
an FBI agent came, and we spent a couple of hours 
talking about this, and at least in that meeting I 
believe they showed me a list, so while I may not — 

I don’t recall seeing it on the 15th or 16th, I 
believe I did see it in the course of that discussion 
with Agent Gillis, that’s what I meant when I said a 
week later. 

Q Okay. Now, did Mr. Eggleston call you on 
the 16th, or sometime sooner than that? 

A 1 believe he called on the 16th. 
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Q Were you the first person he called, if you 
know? 

A I have a recollection that he may have 
talked to Katie Broren, our chief of staff, and that, 
in fact, indicates that she may have given him my 
name, because I never met Eggleston before. I had 
no -- I would not have known him at all. 

Q Did Katie Broren tell you that 
Mr. Eggleston had called and you were to respond to 
him? 

A I don’t think so. 1 think that — I think 
that he just called me and said that he had read the 
paper about this report and could he get a copy of 
some background on it. 

Q Did he tell you whether or not he had been 
asked to check on this by anyone from the White 
House? 

A I don’t recall that he said - 1 don’t 
think he said he was asked. I think he just said 
that he was - that he was interested in it. I don’t 
know that I remember specifically enough if he would 
have said one way or the other. 
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Q Did he ask you whether or not it would be 
appropriate for him to receive the information that 
you had — your office had transmitted to Congressman 
LaFalce? 

A It is possible that he would have asked 
that. I -- again, I am trying to remember as clearly 
as I can. 1 don’t specifically recall, but it is at 
least possible he would have said is this information 
we could get a copy of — "we" meaning he and the 
White House counsel’s office could get a copy of. I 
believe he thought there was going to be additional 
publicity because of the newspaper article he had 
read. 

Q What was your response to him in terms of 
whether or not it was appropriate for him or people 
at the White House to have copies of this 
information? 

A Well, the first information I sent him was 
a press release that had been done by SBA. 

Q 1 am going to show you what’s marked for 
identification as Exhibit Number 3, and the top page 
is a fax transmission sheet dated November 16, 1993. 
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The time is 1 1:20 a.m. the subject is Capital 
Management Services. Is this the — is this a fax 
sheet relating to the information you supplied to 
Mr. Eggleston? 

A Yes, yes. 

Q Is that your handwriting on the fax sheet? 

A No, actually it is my assistant’s, Cheryl, 
C-h-e-r-y-1, S-t-a-u-t-s. 

Q And did she prepare this at your request? 

A To my recollection, yes. 

Q And attached to the fax sheet there is a 
copy of the press release, from your agency with 
respect to this matter? 

A It looks like a news release and an 
information sheet attached to it. 

Q And this news release and fax sheet 
attached to it had been previously released to the 
press or you were about to release it to the press? 

A I think it was my understanding that it had 
been released to the press. At this point in time 1 
don’t remember specifically when it was released. It 
had been prepared the previous day at the time of the 
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submission to Chairman LaFalce. 

Q Where did you receive it from or whom did 
you receive it from? 

A Either I or Cheryl would have received it 
from our public affairs people. 1 see that Mike 
Standler’s name is on here — he works at SBA in the 
public affairs office — so I am not sure 
specifically where it came from, but - 

Q So the first thing you sent him was this 

fax? 

A Right, to give him background on it. And 
then to carry through your question, you asked 
whether he - indicated whether he could have 
additional material or whatever. When Mark had put 
together this submission of these materials for the 
Chairman, my recollection is that he had said that 
there was really nothing in these materials that was 
of particular - I will call it "significance." 1 
don’t mean to - that may not be quite the right 
term. I don’t mean this was not a significant case, 
but it wasn’t something that would affect the 
investigation if it became public. It wasn’t 
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something that we had any — was of any dramatic 
content. These were reports that the SBIC had filed 
and had its own copies of. These were examination 
reports that were sent to the SBIC afterwards, so 
these were not materials that, as I understood it at 
least, that had the potential to have any negative 
impact on what anyone was doing with regard to the 
case. 

They were background information. And, in 
fact, I seem to recall that Chairman LaFalce was 
unhappy when he got the material because he thought 
it was an inadequate response to his request because 
it didn’t have as much information as he thought he 
was going to receive. 

So, kind of with that as background, when 
Eggleston asked for more, he asked if he could have a 
copy of the letter, which 1 gave him a copy of. We 
ended up faxing a copy of the letter to him. Then he 
asked whether he could have the attachments. When I 
say "he asked," in at least one of the contacts 1 
believe he might have just left a message for me 
that — I don’t mean to say I had several 
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conversations directly with him, it could very well 
have been Cheryl that took a message that Eggleston 
had called and he had gotten the fax and, by the way, 
could he have the letter, but the message was relayed 
to me that he wanted the letter if possible. We sent 
it to him. He asked if he could see the materials 
that were going to Chairman LaFalce since they would 
be over at the Hill and he was interested in having 
information, so he would be aware of the background 
in case there was news coverage or whatever, and so 
with regard to that material, I was not comfortable 
mailing it to him or whatever. He ended up coming 
over and physically got the material. 

Q Physically got the material from you? 

A Yes, 1 had gotten a set of these materials 
and 1 just gave it to him. 

Q Who did you get the set from? 

A Mark Stevens. 

Q He delivered it to your office? 

A I don’t remember whether he specifically 
did. It came from his office, but yes, a set. 

Q Was delivered to you? 
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A I don’t recall at this point whether I 
already had a set that Mark would have had available 
to me or whether I requested a set. I don’t have a 
sense that I had a set made up for Eggleston. It may 
have been a second set. I don’t remember exactly. 

Q Once again, did you review that set before 
you handed it over to Mr. Eggleston? 

A No, 1 didn’t. 1 didn’t think it was - my 
understanding from Mark was that there wasn’t really 
all that much in it. 

Q Did you know that the information contained 
in it was not information in the public domain? 

A I was aware it was not to be released to 
the public, that’s right. 

Q That it might be subject to the Privacy Act 
or the Financial Privacy Act? 

A I was aware of the notice on the letter 
that we read earlier. 

Q Were you aware of the fact that the notice 
applied to the attachments as well as the information 
contained in the letter? 

A Yes. 
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Q But despite that you still believed that 
the White House — you could make this available to 
the White House? 

A In making it available to the White House 
counsel’s office, 1 wasn’t — I did not view that as 
being released to the public. 

We had received a request from our 
oversight committee relating to how the SBA was 
administering the program; it appeared to be, you 
know, kind of an executive branch question, if you 
will. So when the White House counsel’s office asked 
for this background, I’d have certainly expected them 
to respect the confidentiality of the material, and 
it would be background for them since they also 
obviously have an interest in how we do our jobs in 
administering programs. That’s how 1 viewed it at 
the time. 

Q How do you view it now? 

A Well, when we called the Department of 
Justice, when Mark did, he spoke to someone there, 
and got a call back later and they indicated they 

preferred to have the materials back. We got the 
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materials back right away, Mark took care of that. 

As I mentioned, a week later an FBI agent talked to 
me for a couple of hours and the Department of 
Justice did. Don Mackay indicated to me he didn’t 
feel we had done anything wrong, but he was concerned 
we might create a perception of problem. In 
retrospect, I wouldn’t handle it the same way, but I 
had been there two months and it appeared to be a 
reasonable request. I don’t think I would handle it 
quite the same way today, but my hindsight would be 
closer to 20/20. 

Q The Privacy Act doesn’t -- the constraints 
are whether or not it is released to the public, it 
is just there is a restriction in terms of releasing 
information like this; correct, whether it is — to 
anyone outside the agency? 

A I don’t know that I should get into 
interpreting the Privacy Act. 

Q In any event - 

A I am trying to indicate what I did and why 
I did it. 

Q Withdraw that. 
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(Spotila Exhibits 4 and 5 identified.) 

BY MR. GICALE: 

Q I show you what was marked for 
identification as Exhibit Number 4. This is a fax 
sheet dated November 16, 1993. The time is 3:20 
p.m. This is regarding the subject of Capital 
Management. This is to Mr. Eggleston from John 
Spotila; is that correct? 

A Yes, it is. 

Q There is a letter — 

A There is a letter dated November 16, which 
says "hand delivered it is to Neil Eggleston." It 
says "enclosed is a copy of Erskine’s letter of 
yesterday to Chairman LaFalce with confidential 
attachments." My recollection is that we faxed — 
that I faxed this letter to Eggleston, but that the 
original of this letter and the attachments were hand 
delivered to Eggleston. He came over to the SBA to 
pick it up. 

MR. IVEY: What exhibit was that? 

MR. GICALE: This is Exhibit Number 4. 

BY MR. GICALE: 
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Q The letter is dated November 16, 1993 to 
Neil Eggleston, associate counsel, Office of the 
White House Counsel, and signed by you? 

A Yes. 

Q And attached to that is the copy of the 
November 15, 1993 letter to Honorable John J. LaFalce 
from Mr. Bowles regarding Capital Management 
Services, Inc.; correct? 

A Yes. 

Q Which is a copy of the letter you earlier 
referred to as -- and which has been marked as 
Exhibit Number 1; correct? 

A Yes. 

Q Now, other than inquiring of Mr. Stevens as 
to the name of somebody at the Department of Justice 
that you or he could talk to with respect to their 
feelings on White House’s receipt of these documents, 
did you participate in any other way in the receipt 
of them when they were returned? 

A I had Mark Stevens handle all of that, so 
he — I had no direct involvement with that. He 
ultimately told me he had the materials back and he 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7334 


65 

noted their return. 

Q 1 am showing you what was marked for 
identification as Exhibit Number 2, can you identify 
that for us, please. And this is a letter dated 
November 20, 1993, to John Spotila from W. Neil 
Eggleston. 

A Yes, this is the cover letter that he sent 
over — gave Mark, I guess, when he returned the 
attachments to Mark. 

Q I am also going to show you another copy of 
this, marked for identification as Exhibit 5, is that 
another copy of the same letter? 

A It appears to be a copy of the same 
letter. 

Q Now, did you see this letter when the 
documents were returned? 

A 1 probably saw it the following week. 1 
know I had seen it as of when we met with Mackay and 
the FBI agent. 

Q Now, when you discussed this matter with 
Mr. Bowles, did he suggest to you that you contact 
the Department of Justice? 
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A When you say "this matter," you mean 
this — 

Q The fact that you had sent these documents 
over to the White House. 

A Yes. As I mentioned, because this was not 
something that happened before I mentioned to him 
that I had gotten a call from the White House 
counsel’s office. We had made his materials 
available, so he raised the question with me as to 
whether we had told the Department of Justice and 
whether they were content with what we had done. So 
we had told him we had not yet, but we would 
immediately and we did. 

Q Now, according to your testimony, you 
talked to Mr. Bowles after you sent the documents 
over, but subsequent to talking to Mr. Stevens about 
whether or not it would be appropriate to send them 
over? 

A My recollection -- I spoke with Mr. Bowles 
after the materials had gone to Eggleston — 

Eggleston, Eggleston. 1 am not sure how he 
pronounces it. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7335 


67 

The conversation 1 had had with Mark 
Stevens about the materials, I believe would have 
taken place on the 15th, and it was in the context of 
what we were sending to Congressman LaFalce, the 
nature of the materials being sent, which were 
described to me as routine in nature, at least as I 
recall. 

I don’t recall that I spoke specifically 
with Mark Stevens to say to him that I had this call 
from the White House counsel’s office, in that we 
were sending these materials over to them that day. 

I don’t know that I had a specific conversation with 
Mark where I specifically discussed that with him. 

It is possible that I did or that I told him 
immediately afterwards. 

Q Between the time Mr. Eggleston asked you 
for this information and the time you turned it over 
to Mr. Eggleston, did you talk to Mr. Stevens or 
anyone else about whether or not it was appropriate 
to send it over to the White House? 

A My recollection is that I had a 
conversation with Marty Teckler, my deputy general 
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counsel, in general about material we could make 
available to the White House. And again, I do not 
have a clear enough memory as to — I am not saying 
that 1 specifically had the conversation with Marty 
Teckler to say that I had this call from Neil 
Eggleston and should I honor it, but I had general 
guidance from him that had given me the impression 
that we were permitted to make this kind of 
information available to the White House on request. 

So the combination of that general guidance 
from Marty and the general statement from Mark that 
the material was not particularly sensitive guided me 
in the decision 1 made to make it available to 
Eggleston. 

Q And the general guidance could have 
occurred prior to the time that Eggleston called you? 

A It could have. I don’t recall the specific 
date. 

My general sense is that it was about the 
same time and that it was prior to the Eggleston — 
to the delivery to Eggleston, but I don’t remember 
specifically what it was. 
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Q When did Mr. Bowles first tell you he was 
recusing himself from this matter? 

A Well, throughout the time I was there, 
basically, he had indicated he had no particular 
desire to be involved in the matter. By that I mean 
he said handle it properly, see it is handled 
properly. He did not want to know the details of the 
case. He didn’t want to take any direct involvement 
in the case. And that — that was not in the — we 
didn’t discuss that in terms of the formal recusal, 
he just thought it was inappropriate, given his 
relationship with the President and given his 
position as administrator, inappropriate that he have 
any direct involvement in the case, so he didn’t. It 
was really throughout the time that I was there. 

Q From the time you came in September, 

September 16? 

A Really, from the first contact 1 ever had 
with him where I ever mentioned this case to him I 
think that was pretty consistently his position with 
me at least. I don’t think he recused himself in 
terms of signing a formal letter until perhaps 
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February or March of the following year, of ’94. So, 
in — and I don’t think that he had necessarily any 
specific conversation with me about recusal other 
than to tell me that he had decided he was going to 
formally recuse himself. 

Q When would that conversation have occurred? 

A I think that probably would have been about 
the time when he did the letter. 

Q In ’94? 

A ’94. 

I should add, after the - after the 
incidents we were just describing with Neil Eggleston 
and after the following week, I had the conversation 
with the FBI agent and the Department of Justice I 
made my own decision, to basically let Mark Stevens 
and Marty Teckler, who was our career deputy general 
counsel, as I mentioned, and the agency ethics 
officer, handle the case completely and I stepped 
back from it altogether and let them not only handle 
the case vis-a-vis Capital Management, but handle the 
case in terms of other people within the agency. And 
so - 
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Q That would have been in November? 

A That was in November, that’s right, as of 
around the 25th or thereabouts of November. And from 
that point on it is more likely that Marty Teckler 
would have had a discussion with the administrator 
about recusal than I would. Although 1 am not saying 
he did have such a conversation, I am saying I tried 
to remove myself from the case as well other than to 
make certain it was handled aggressively, in other 
words, with full cooperation with the Department of 
Justice and make certain that we did what we could to 
regain the money that was owed the SBA. 

Q Did you memorialize your decision to recuse 
at this point, in 1993? 

A Did 1 in writing? 

Q Yes. 

A No. 

Q Why not? 

A I discussed with Marty Teckler whether some 
formal recusal was appropriate. He indicated it was 
not necessary, that I could — I mentioned to him 
that I had really a dual objective: One, to make 
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certain we did all the things that were appropriate, 
and 1 wanted to rely on career employees to make 
certain the case was handled properly, but that I did 
not want to be involved in the details. He indicated 
I could accomplish that without formal recusal. It 
wasn’t necessary to recuse myself and so 1 did not. 

Q Did there come a time when you did formally 
recuse yourself? 

A In writing? No. 

Q Yes? 

A Not in writing, no. 

Q Who did you inform besides Mr. Teckler that 
you were recusing yourself in 1993, November of 1993? 

A Mark Stevens would have known. Probably 
our deputy administrator, Cassandra Pulley, would 
have known. 

Q Did you tell Mr. Bowles? 

A I might very well have mentioned to 
Mr. Bowles that I -- I am sure I mentioned to him 
that I had turned the case over to Marty and Mark. I 
might have used those terms rather than "recusal." 

They were handling all aspects of it for the Office 
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of General Counsel. Which they did. 

Q Did Mr. Bowles ever tell you that, in the 
fall of 1993, that he had recused himself and he 
thought you should do the same? 

A It is possible that he would have — again 
that he had recused himself? 

Q Right, from the Capital Management matter. 

A I don’t recall if he used those words. He 
might certainly have said in saying he wanted no 
involvement with the — he might very well have said 
to me that I should consider the same. It is 
possible. 1 don’t have a specific recollection of 
the conversation, but it would have been consistent 
with the way both he and I approached it. 

Q Did you ever tell him that it was not 
necessary for you to recuse yourself? 

A For me to recuse myself? 

Q It was not necessary for you to recuse 
yourself in the matter? 

A I am trying to understand the question. 

Q Did you ever tell Mr. Bowles that it was 
not necessary for you to recuse yourself from this 
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matter? 

A "You” Mr. Bowles, or "you" me? You are 
losing me on the pronoun. 

Let me see if I can answer it this way. I 
don’t recall telling Mr. Bowles that it was not 
necessary for Mr. Bowles to recuse himself. It is 
possible 1 would have said that along the same 
reasoning I just gave you, but I don’t recall saying 
that to him. It is possible I would have said to him 
that I did not think it was necessary for me, John 
Spotila, to recuse myself. That would have reflected 
the advice 1 had gotten from Marty Teckler. So both 
of those are possible, but 1 don’t recall 
specifically. 

Q Do you know whether or not Mr. Bowles 
received briefings on this matter or documents with 
respect to this matter after he told you he was 
recusing himself from it, in mid-September 1993? 

A Let me see if I can take — 1 don’t know 
that 1 specifically remember him telling me in 
September of ’93 that he was recusing himself. 1 do 
remember him saying that he did not particularly want 
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to be involved in the details of the case. He may or 
may not have used the word "recuse." 

Well, I know that I only — from that point 
on, the only mentions I had of the case to him were 
of the most general sense. They were that we were 
pursuing the case along the lines I have been saying, 
and the conversation I had with him about the call 
from the White House, from Neil Eggleston. 

I am not aware of whether anyone else in 
the agency briefed him on the case outside of my 
presence from that point forward. 

Q So the distinction, at least until he 
formally recused himself, was that he did not want 
information with respect to the details of the case, 
but he could receive information in a general sense 
with respect to the case? 

A I am not trying to — in making the 
distinction, maybe I am being overly careful. I 
believe that during this period of time, he had no 
involvement in the case. And he gave no directions 
about how the case should be handled other than to do 
the right thing and coordinate — cooperate with the 
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Department of Justice. 

Any information that I was aware that he 
received was only the most general type of 
information, to confirm that we, in fact, were 
cooperating with the Department of Justice. With the 
exception of the conversation I had with him about 
Eggleston’s call. I am not -- I am not trying to 
make a distinction between that type of 
noninvolvement and recusal. He signed a recusal 
letter formally in 1994. 1 think, in essence, I 
had -- in essence, he had recused himself long before 
that, but I am not trying to draw a technical 
distinction here as to the meaning of the letter and 
whether that added something, so I don’t know if I am 
being responsive. I am trying to be responsive, I am 
just - 

Q For some reason, he decided to change his 
position from don’t give me any details to a formal 
recusal in February or March. Did he explain to you 
why that changed or how that changed or what 
necessitated that? 

A I don’t think he ever explained it. I 
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think I always assumed because there was more 
publicity in March he decided maybe he ought to 
formalize it, but I don’t know that I had a 
conversation with him. 

Q More publicity about the case — 

A About the overall case. And I don’t now 
mean Capital Management, the overall 
Whitewater-Madison Guaranty, RTC, all the things that 
were starting to be written about in the newspapers. 

I think he decided it would be better to put it in 
writing. 

Q Did he tell you whether or not someone 
suggested to him that he should formally recuse 
himself? 

A I don’t recall him saying that. 

Q Did he ask you to review his letter or 
memorandum of recusal before he released it? 

A I don’t know that he released it as such. 

1 am not sure how that actually worked. He may have 
shown me a copy of the letter, in which case 1 would 
have shown it to Marty Teckler. 

Q After you sent these documents over to 

78 

Mr. Eggleston on the 16th, did you have any further 
conversation with him with respect to the documents? 

A 1 think that it is possible I had one more 
conversation with him, and that is when he said that 
he was returning the documents. He had gotten a call 
from Mark, I seem to have a recollection - I don’t 
remember when — I don’t have any record of this and 
I don’t have a specific recollection of a day and 
time, but I do have a recollection generally that he 
called me and he thought it was — we were being 
overly meticulous about getting the materials back, 
and I said notwithstanding that, the Department of 
Justice had suggested we get them back and we would 
like them back and he said fine, he would take care 
of it and 1 told him to coordinate with Mark. I 
believe that’s the only other conversation 1 had with 
him. 

Q Did he tell you whether or not he had 
shared these materials with anyone else in the White 
House or shared them with anyone else? 

A 1 believe he said he had not, but I 
don’t — 1 wouldn’t quote him on that. That was 
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certainly my impression that he had not. 

Q Did he indicate to you whether or not he 
had made copies of the documents and retained them? 

A I believe he told me he had not. That he 
would return all the materials, and that he did not 
have copies. 

Q From that point in November 1993 to the 
point in January when Mr. Fiske took over the 
investigation, did you have any further conversations 
with anybody at the White House with respect to 
Capital Management? 

A Not that I recall. 

Q Anyone outside your agency? 

A Not that I recall. 

MR. GICALE: Mark that, please. 

(Spotila Exhibits 6 and 7 identified.) 

MR. GICALE: I am showing you what’s marked 
for identification first as Exhibit Number 6. This 
is a memorandum to Martin Teckler from Erskine’s 
Bowles, dated March 3rd, 1994, regarding Capital 
Management. 

MR. IVEY: Which exhibit was that? 
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MR. GICALE: Number 6. 

BY MR. GICALE: 

Q Can you identify this? 

A It appears to be a copy of a memo from 
Erskine Bowles to Martin Teckler. 

Q Is this the memo that you eventually saw 
with respect to Mr. Bowles’s recusal from this matter 
or a copy of it? 

A I think I have seen this before, yes, so it 
probably is. 

Q And I am going to show you also what’s 
marked for identification as Exhibit Number 7. This 
is a letter dated April 1 1th, 1994 to the Honorable 
Jan Meyers, U.S. House of Representatives, from 
Erskine Bowles. Do you recall seeing letter? 

A I don’t specifically recall this letter. I 
may very well have been given a copy of it. I don’t 
specifically recall. 

Q Do you recall whether or not Mr. Bowles did 
respond to an inquiry from Congresswoman Meyers with 
respect to his recusal from Capital Management 
Services? 
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A This appears to be his signature, so I am 
assuming this is a letter that he sent Congresswoman 
Meyers. 

Q Do you recall any discussions about him 
responding to that letter at or about the time that 
he did indeed respond? 

A I don’t recall any discussions with him 
about it. I wouldn’t — again, I probably — I would 
not have been involved with it at the time. I would 
have been -- 

Q At this point in time you had recused 
yourself? 

A Really since — as of late November of 1993 
I really had turned the case over to Marty Teckler 
and Mark Stevens, so one or both of them would have 
perhaps had some involvement, but — if there was a 
response to be made. 

MR. GICALE: If I could just have one 
minute. I think I am almost done. 

Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 
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Q Now, when you recused from this matter in 
the fall of 1993, why did you do so? 

A Well, after the incident in November of ’93 
and my conversation with the Department of Justice 
and the FBI agent, it occurred to me that there was 
too great a possibility that I could create a 
perception of a problem with respect to the case if I 
maintained even the relatively minimal involvement I 
had had with the case as of that point in time. I 
had complete confidence in Marty Teckler and Mark 
Stevens to handle the case, so it appeared to me to 
be a better course of action to just let them handle 
everything relating to the case. 

Q That perception was based on your 
relationship with the President and First Lady and 
the allegations being made by Mr. Hale with respect 
to them? 

A I think it was probably the totality, yes, 
the fact that I had a long-term relationship with the 
President, some lesser relationship with the First 
Lady, and that, yes, certainly the case was becoming 
more publicized. When I say "the case," I am not now 
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referring to Capital Management. It really had taken 
on a wider scope, so it appeared to me to be the 
better course of action. That way the case would not 
only be handled properly, which I was confident would 
be done, but have a greater perception of being 
handled without any political influence of any sort. 

Q When Mr. Bowles told you in September of 
1993 that he did not want to receive information with 
respect to details on the case, did he indicate to 
you why he did not want that kind of information? 

A I think I’ve already mentioned that he had 
indicated in a general way that given his ongoing 
relationship with the President as an agency head and 
member of the National Economic Council, whatever, 
that he thought it would be better if he didn’t have 
any particular involvement. And 1 think his letter 
to Chairwoman Meyers indicates pretty accurately what 
his position was, that he would leave direct 
responsibility for handling these kinds of cases to 
the career people, who normally are involved, to 
avoid even the appearance of impropriety. He wanted 
to reiterate that here. I think that was consistent 
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with - we didn’t have a long conversation about it, 
but it was consistent with what he said to me. 

Q Did he describe any relationship he had 
with the President prior to being appointed to that 
position? 

A No, you mean in that context? 

Q Yes? 

A No, not in that context. 

MR. GICALE: I have nothing further. 

MR. IVEY: Let’s take a break. 

(Recess.) 

BY MR. GICALE: 

Q Mr. Spotila, one more question. 

Are you aware that the Committee has sent 
out a request for documents with respect to this 
matter to the SBA? 

A Yes. 

Q And have you been made aware of that 
request and supplied documents that you believe are 
relevant to that request or responsive to that 
request to the extent you had any in your possession 
and control? 
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A If I understand the question, I am aware 
that there is a request. I am aware that the agency 
has responded to the request and, to my knowledge, it 
has sent over what was requested. I am not aware of 
documents that were not supplied; is that what you 
are asking? 

Q Do you have any records in your possession, 
custody or control that would be responsive to the 
request or have been included in the response from 
your agency? 

A 1 don’t have any records that I know of 
that are — I may have copies of some things that 
were supplied, but I don’t believe I have any records 
that were not supplied. 

Q Did you review the copies — did you supply 
copies of the things you had to whoever prepared the 
response? 

A We have had — when I say "copies," most of 
the - whatever I had tended to be copies of things 
that Mark Stevens and Mike have given to me at some 
point along that period of time, in the fall of 
1993. I don’t have originals, as such, I would have 
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photocopies. 

Q I understand. 

A So I am assuming that those originals, as 
relevant, are all included in the response. I have 
not reviewed what the agency gave in response, I am 
assuming that everything relevant was given. 1 don’t 
have any original records that would not have been — 

Q Who was responsible for preparing the 
agency’s response, was that Mr. Stevens? 

A 1 believe Mr. Stevens and Mr. Teckler 
coordinated that. 

Q Did you indicate to Mr. Stevens and 
Mr. Teckler what you had copies of so that they 
could — 

A Yes, yes. 

Q So that they could — 

A They are aware and they asked if I had any 
additional records, and I do not, so. 

Q So you have talked to them - 

A They inquired of me, do we have everything 
and they were aware of what I had already given them 
and 1 had indicated yes, to my knowledge you have 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7345 


87 

everything. I think that’s responsive. 

MR. GICALE: I have nothing further. 

MR. IVEY: Go off the record. 

(Discussion off the record.) 

EXAMINATION 

BY MR. IVEY: 

Q Good afternoon, Mr. Spotila. 

A Good afternoon. 

Q I have a couple of questions I want to ask 
you. First of all, 1 wanted to make sure that we had 
identified all the exhibits here. As I flip through 
my notes, 1 see — I don’t know that Exhibits 3 and 5 
were discussed and I just wanted to know if you could 
take a look at them. Maybe I missed them. You could 
tell me what we did with them. Spotila Exhibit 3, 
which is a — got a fax sheet, a news release and a 
three-page short memo, it looks like. Let me ask you 
a couple of questions about that. 

First of all, do you know if those 
documents that are all attached together on Exhibit 3 
were actually attached in that way? Were they all 
part of the fax? 
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A I believe so. The fax refers to five pages 
including the cover and there are four pages attached 
to it. I believe that it’s exactly what was faxed 
over here. 

Q And you faxed that over or you had someone 
fax that over on the same day that Exhibit 4 was sent 
as well? 

A I believe that they were both sent the same 
day. I believe that Exhibit 3 was sent late morning 
and Exhibit 4 mid-afternoon, 3:20 it indicates. I do 
notice that the second fax transmission sheet refers 
to five pages. If you include the cover, there are 
six. I can’t account for why that is other than 
maybe it was just an error. 

Q Sure, but, in any event, this — this 
accumulation of information, these documents here, 
were all sent on the same day? 

A Yes. 

Q Let me ask you a question about the 
memorandum which is in the back of Exhibit 3. It 
looks like it’s three unnumbered pages. It has U.S. 

Small Business letterhead at the top and the heading 
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1 is ’’Capital Management Services, Inc. information 

2 sheet.” That looks very familiar to me. Exhibit 1 

3 seems to have a lot of the same information in it as 

4 well. 

5 Do you know if this memorandum in Exhibit 3 

6 was somehow produced from Exhibit 1? Was there a 

7 connection with the two documents? 

8 A I believe that ~ my recollection is that 

9 the information sheet in Exhibit 3 was primarily 

10 based on information that’s also in this letter, so 

1 1 that -- 

12 Q And by ’’this letter” you are referring to 

13 Exhibit 1? 

14 A The letter in Exhibit 1; correct. Without 

15 trying to match up the language, it was — it was a 

16 reflection of information that could be released, the 

17 agency felt, appropriately. 

18 Q Do you recall whether the memorandum in 

19 Exhibit 3 was released at or about the same time as 

20 the letter, Exhibit 1 here, which is the November 

21 15th letter to Mr. LaFalce? 

22 A The news release is dated November 16th, so 
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1 I don’t know when on the 16th it was released, 

2 probably the morning. 

3 The Exhibit 1 cover letter to Chairman 

4 LaFalce is dated November 15th. My recollection is 

5 that it was hand delivered to the committee late in 

6 the day on the 15th. So that this other sheet went 

7 out the next day after it had been delivered to the 

8 chairman. 

9 Q Do you recall discussing the connection 

10 between the memorandum here in Exhibit 1, or letter 

1 1 in Exhibit 1, and the memorandum in Exhibit 3 with 

12 respect to Mr. Eggleston? 

13 A lam not sure if 1 understand the 

14 question. 

15 Q Was there ever any conversation that you 

16 had with Mr. Eggleston about information in Exhibit 

17 1, the November 15th report, or letter, as being 

18 released in a public document to the press? 

19 A The first material that 1 sent - that we 

20 had sent over to Neil Eggleston, that’s the 

21 morning - what 1 call the morning fax, which is this 

22 press release, we indicated to him that this had 
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background information. And, in fact, it had, as 
you’ve pointed out, most if not all the information 
that’s in the cover letter to Chairman LaFalce. So 
we would have let Mr. Eggleston know that this 
information sheet is what the agency thought could be 
made public, and so he got a copy of a press 
release. In terms of what additional information 
there might be in the cover letter or the 
attachments, as I mentioned, although I don’t recall 
the specific conversations, he did ask for more 
information. We ended up giving him these, not only 
the cover letter, also the attachments. 

Q We will come to the attachments in a moment 
did he ask you about the notice on the top of 
Exhibit 1 that mentions the Privacy Act? 

A I don’t believe he asked about it. I think 
he was aware and I mentioned to him it should be kept 
confidential. I don’t think he specifically reacted 
to the Privacy Act notice. 

Q Now, with respect to the Privacy Act, I 
take it that you are not an expert on the nuances of 
the Privacy Act; is that fair to say? 
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A Yes. 

Q And that you had come to the job of general 
counsel roughly two months before these documents 
were sent to the White House? 

A Just about precisely two months before, 
right. 

Q And receiving a request from the White 
House for documents which had been provided to 
Congress, I take it that at the time of the request 
that didn’t strike you as improper? 

A No, it didn’t. 

Q And you discussed the propriety of it, at 
least in a general sense, with Mr. Teckler? 

A Yes. 

Q And Mr. Teckler is the ethics officer for 
SBA? 

A Yes, yes, he is. And as I say the deputy 
general counsel. He had been acting general counsel 
when I got there. 

Q He is an individual with considerable 
experience at SBA? 

A Yes, he is. 
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Q And when Mr. Mackay came to talk to you, 
did he raise Privacy Act issues in your 
conversations? 

A I don’t believe so. 

Q Did he ever express to you his belief or 
concern that there had been a violation of the 
Privacy Act in providing these documents to the White 
House? 

A No, did he not. And, in fact, my general 
recollection is that I asked him whether he thought 
there was anything wrong with what we had done, 
and — I don’t mean to put words in his mouth. The 
impression I took away was that no, we haven’t 
necessarily done anything wrong, but they were 
concerned not to create a perception problem. 

Q At the time when Mr. Mackay came and spoke 
to you and he mentioned this problem of perception, 
do you know if he had had a chance to review the box, 
if you will — I think you described it as the box 
full of documents prior to interviewing you? 

A I do not recall. He may not have had a 
chance before the materials were made available and I 
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think he or Agent Gillis took the materials with 
them. 

Q Did he ever express any concern about 
specific information being disclosed that compromised 
the investigation in any way? 

A No. In fact, I think he had a discussion 
or they collectively — "they" meaning Mackay was 
there and I think he had a couple of people, two 
other attorneys who were with him and the FBI agent 
who was there, and they talked to Mark Stevens about 
the nature of materials that were submitted since 
they were working on the case already they were 
familiar, I think, in general with the nature of the 
materials. They did not give any indication about 
anything that was done that would compromise the 
investigation. 

Q Did you know that at the time CMS was 
referred to the Inspector General at the SBA, that 
SBA also notified Mr. Hale that there was a referral 
being sent to the Inspector General? 

A My understanding is that that was the 
practice at the time. Not particularly a practice 
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that 1 favor, and it is not one that we do at the 
present time, but at the time they — I believe that 
was the standard. 

Q Was there any pressure on you or anyone 
that you are aware of at the SBA to produce the 
documents to the White House? 

A No. 

Q Are you aware of any improper uses of the 
documents, by the White House, that you provided to 
them? 

A No, I am not. 

Q Let me ask you about the recusal issues. 

You mentioned that Mr. Bowles never especially took 
an interest in the CMS case or had any direct 
involvement in the case; is that accurate? Is my 
recollection of your testimony accurate? 

A I don’t know that I would a -- I may phrase 
it differently. He never had any involvement in the 
case and I think he actively sought not to be drawn 
into the details surrounding the case for the reasons 
we discussed. He was interested in making sure that 
we did the right thing, that is, the case was pursued 
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properly, but he did not -- he wanted to leave it the 
career employees basically. 

Q Essentially gave a charge of go forth and 
do justice, but he stayed away from the details of 
the investigation; he stayed away from strategic 
determinations about the investigation; is that fair 
to say? 

A Yes, it is. 

Q Would it be fair to describe it as a de 
facto recusal? 

A Yes, probably. 

Q Now, at the time that you recused yourself, 

I think you said that was around November — sometime 
in November 1993? 

A Right after the meeting 1 had with the 
Department of Justice and the FBI. 

Q Again, your concern was similar to the 
concern expressed by Mr. Mackay, a concern about a 
perception of - 

A That’s right. I mean, the reality was in 
the prior two months I had had very little do with 
the case anyway, but it was clear to me that even a 
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minimal involvement had the potential to create a 
perception that there was some impropriety, and the 
last thing we wanted to do was to bring that about. 

The case was ~ I felt very comfortable that the case 
was being handled correctly and would continue to be 
handled correctly. There was, in fact, no political 
influence or any efforts to shape how the case was 
being worked so I thought it was the best course of 
action for me to just completely step back from it. 

Q Even though you didn’t write a written 
recusal, you did inform Mr. Teckler and Mr. Stevens, 
that you wanted to distance yourself? 

A Absolutely. In clear tones I advised 
Mr. Teckler that I wanted him to be in charge of the 
case, in the sense of — he was the deputy general 
counsel, he was the number two person in our office. 

Mark Stevens was obviously handling the case. This 
was his area, so that Mark would now report to Marty 
Teckler for all purposes and supervision, rather than 
to me, on this case. 

Q So, at that point, since Teckler and 
Stevens were the two people that had primary 
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responsibility for CMS anyway, a written recusal 
would have been only a formality at that point? 

A That’s right. 

Q But you had no involvement in the case 
after that point, in any event; is that fair to say? 

A Yes. 

Q And after the de facto recusal, I guess we 
could call it, with respect to Mr. Bowles, are you 
aware of any involvement he had in CMS or Hale 
matters? 

A No, I am not. 

MR. IVEY: I have nothing further at this 

time. 

EXAMINATION 
BY MR. GICALE: 

Q Other than possibly notifying the White 
House of Hale’s pending indictment, and other than 
sending over copies of the attachments that went to 
Congressman LaFalce, are you aware of any other 
information that was conveyed to the White House -- 
are you aware of any other information that you 
conveyed to the White House with respect to Capital 
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Management or Hale? 

A No, I’m not. 

Let me just clarify. I am not sure that I 
would characterize it as notifying the White House of 
the indictment. As I mentioned — 

Q I think the words I used were possibly 
notifying — 

A In any event, I am not aware of anything 
other than those two. 

Q You can explain what you mean? 

A By that I mean that if I said ~ I said I 
might have had a conversation with Melanne Verveer, 
who was a personal friend, and I may have mentioned 
to her there was an indictment she was about to read 
about in the newspapers. I didn’t really -- I don’t 
know that I would characterize that as notifying the 
White House. 

Q Okay. 

A The conversation with Neil Eggleston was 
clearly a contact that I perceived as a request from 
the White House, in this case the White House 
counsel’s office, that I responded to. 
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And I don’t recall any other contacts with 
the White House. 

Q With respect to Capital Management or Hale? 

A Yes. 

Q Are you aware of any other instances of 
information being conveyed by the Small Business 
Administration to the White House with respect to 
Capital Management or Hale? 

A Not that I recall. I am -- I mean, I am 
not aware of any. As I say, I don’t recall any other 
instances. 

MR. GICALE: I have no other questions. 

MR. IVEY: Could you read back the last 
question and answer. 

(The reporter read the record as requested.) 

EXAMINATION 

BY MR. IVEY: 

Q Just so I am clear, the instances you are 
talking about of conveying information to the White 
House would be providing the documents during the 
November 16th period. Is there another instance? 

A Oh, no. 
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He had asked whether I had made any mention 
in September to Melanne Verveer as to the fact that 
Hale was about to be indicted and I might have 
testified earlier that I might have said something, 
but I didn’t view that as notice to the White House. 

Other than those — other than that, depending on how 
you want to characterize that, and the Eggleston 
context, those were what I was referring to. 

I mentioned earlier we occasionally did 
weekly reports and I don’t know whether the chief of 
staff would have said something on a chief of staff s 
call. I am not aware of any instances of that and I 
am also not aware of any sensitive information that 
would — I am not aware — I don’t believe that any 
sensitive information would or could have been passed 
in the course of those investigations, but — I hate 
to speculate. I mean, if in a weekly report we had 
indicated that the receivership now had obtained 
records relating to Capital Management, I don’t know 
whether that would have been passed on to someone or 
not. I don’t consider that sensitive. That’s a 

factual statement. I would not have been producing 

102 

that, nor am I aware of it being transmitted. 

Q Now, at the time that you spoke with 
Ms. Verveer, is it fair to say that your knowledge of 
the investigation of CMS was a bit sketchy? 

A It is completely minimal. 

Q So the conversation that you could have had 
with her at best would not have conveyed any 
substance relevant to the investigation? 

A That’s correct. 

MR. IVEY: No further questions. 

EXAMINATION 

BY MR. GICALE: 

Q Just one question with respect to the 
weekly reports. 

Does your office retain or somebody in your 
department retain copies of those weekly reports for 
that time period? 

A I don’t know the answer to that. I know -- 
they are sent typically to the office of the 
administrator and I can certainly inquire and see if 
reports exist and, if so, review them. 

Q Could you do that? 
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A Sure. 

Q Could you determine whether or not they 
exist for the time period from -- well, from 1993, 
all of 1993 — from January 1993 through at least 
February 1994 — can we go off the record. 

(Discussion off the record.) 

MR. G1CALE: To January 1994, to the extent 
that those reports contained information with respect 
to Capital Management and Hale. 

THE WITNESS: Yes, I will see if, A, we 
have copies and, if so, we will review them and let 
you know one way or another whether we have any 
references or we don’t. Is that what you would 
like? 

BY MR. GICALE: 

Q Yes. These reports are forwarded to the 
White House, I take it? 

A No, these reports are usually forwarded to 
the deputy administrator and the administrator, but 
the chief of staff has access to them so 1 don’t know 
whether material might be drawn — I believe in every 
agency the chief of staff makes periodic reports to 
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the White House, informational reports as to what’s 
being done. 1 don’t see those reports. I am 
speculating. 

Q To the extent that there are written 
reports? 

A I will check and see if there are any. 

Q From the chief of staff to the White House? 

A I will see to it. 

Q Search your agency’s records. 

A What 1 will do is have Mark Stevens 
probably conduct that search, but 1 will see to it 
that he has full access. 

MR. GICALE: Thank you. And if possible, 
do it before the end of the week. 

THE WITNESS: We will do it, probably, 
tomorrow. 

(Whereupon, at 3:34 p.m., the deposition 
was concluded.) 


JOHN T. SPOTILA 
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I, JOANNE LIVERANI , the officer before whom the 
foregoing deposition was taken, do hereby certify that the 
witness whose testimony appears in the foregoing deposition 
was duly sworn; that the testimony of said witness was 
taken in shorthand and thereafter reduced to typewriting by 
me or under my direction; that said deposition is a true 
record of the testimony given by said witness; that I am 
neither counsel for, related to, nor employed by any of the 
parties to the action in which this deposition was taken; 
and, further, that I am not a relative or employee of any 
attorney or counsel employed by the parties hereto, nor 
financially or otherwise interested in the outcome of this 
action. 
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d.S. Small Business administration 

Washington. D C. 20416 



NOTICZ 


The information contained liar a in has boan datarainad to be 
confidential in nature and therefore not releasable to 
unauthorized partiea. Disclosure of this information may 
violate Federal law (e.g., Privacy Act of 1974, the Right to 
Financial Privacy Act of 1978, and 18 U.S.C. S 1905*. Utmost 
discretion should be exercised. 


Honorable John J. LaFalce 
Chairman, Committee on Small Business 
Congress of the United States 
House of Representatives 
Washington, DC 20515-6315 


Re: Capita,; .Management Services, ,Iag 


Dear Chairman LaFalce: 

I am pleased to provide the information you requested on 
November 4, 1993, regarding Capital Management Services, Inc. 

("Capital Management"), a SDecialized Small Business Investment 
Company ("SSBIC") located in Little Rock, Arkansas ._ 

As general background, Capital Management was licensed by the 
Small Business Administration ( "SBA") in 1979, and received total 
financial assistance of $3.4 million from SBA during the period 
from September,- 1983 -through March, l989.._While monitoring capital 
Management in the fall of 1992 in connection with a request for 
additional leverage, SBA began to suspect regulatory violations by 
the SSBIC. SBA required Capital Management to provide further 

information about ...its portfolio _ of investments, and_then in 

October, 1992 and December, 1992, SBA denied Capital Management's 
requests for the additional financing. 

In the review process, SBA became aware of serious potential 
regulatory problems relating to Capital Management. Accordingly, 
n A commenced an audit of the SSBIC for the 24 month period ending 
lber 30, 1992. As a result of the audit report, issued in 
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March of 1993, SBA referred the case to the Office of Inspector 
General ("IG") for investigation. The IG, in turn, majde a referral 
to the Federal Bureau of Investigation ("FBI") for further inquiry. 
SBA officials traveled to Arkansas and met with the FBI and the 
local Assistant United States Attorney in order to review the 
records of Capital Management. This joint effort uncovered 
additional regulatory violations by Capital Management. SBA then 
moved for and obtained appointment as receiver ("Receiver") for 
Capital Management pursuant to an Order entered by the United 
States District Court for the Eastern District of Arkansas, Western 
Division, on September 15, 1993. f United States of America v. 
Capital Management Services, Inc. . Civil Action No. LR-C-9 3-64 6 
(Eisele, J.)) 

The Receivership was instituted for the purpose of 
administering and controlling Capital Management, making inquiry 
into regulatory compliance, liquidating all of Capital Management's 
assets, satisfying the claims of creditors therefrom, and pursuing 
all causes of action available to Capital Management against third 
parties. SBA is authorized to act as a receiver of an SSBIC under 
Section 311 of the Small Business Investment Act of 1958, as 
amended ("Act"!, 15 U.S.C. S 687c. 

The following is a point by point response to the specific 
inquiries in your, letter: — 


S53IC License 

Capital Management was issued an SSBIC license bv SBA on March 
14, 1979 under Section 301(d) of the Act, 15 U.S.~C. S 681(d). 

SSBICs licensed under Section 301(d) of the Act are permitted to 
fund only those concerns owned by socially or economically 
disadvantaged persons. 


Ownership 

According to -SBA ' s— files Capital ^Management is currently 
owned by David L. Hale 82%, Linda Sue Hale (David Hale's wife) 9% 
and Hazel Dennis (David Hale's sister) 9%. 


Private Capital 

As required by Section 3 02 of the Act, 15 U.S.C. S 682, 
Capital Management was initially capitalized with $152,500 in 
"Private Capital", as defined in SBA's regulations ("Regulations") 
at 13 C.F.R. S 107.3. Please note that the minimum requirement for 
"Private Capital" has been amended since the time Capital 
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Management was licensed. Subsequently , Capital Management's 
private paid-in capital increased to $500,500 in March of 1980, to 
$1,006,310 in June of 1986 and to $1,406,310 in December of 1988. 


SBA Leverage 

The total amount of SBA financial assistance provided to* 
Capital Management to date is $3.4 million. In accordance with 
Section 303 (b) of the Act, 15 U.S.C. S 683 (b), SBA provided 
financing to Capital Management through the purchase or guarantee 
of three subordinated debentures issued by Capital Management in 
the total principal amount of $2,000,000. The three financings 
were made in November, 1983; September, 1986; and March, 1989. The 
SBA also provided financing to Capital Management through the 
purchase of a total face amount of $1,400,000 in preferred stock 
issued by the Company in three separate financings in March, 1980; 
May, 198 6; and March, 1989. The SBA is authorized to purchase 
preferred securities of SSBICs pursuant to Section 303(c) of the 
Act, 15 U.S.C. 5 683 (c) . 


Portfolio Financings ^ 

You have, requested details regarding Capital Management's 

financings to individual small businese -conce rns . These SBIC 

financings were not SBA approved investments, since SBA does not 
select or approve small businesses which SBICs choose to finance. 
Individual financing decisions are made by the SBICs, without prior 
consultation with SBA. We are not in a position at this time to 
give you details about individual financings by Capital Management. 

As Receiver, SBA is marshalling all of Capital Management's 
assets and property and gathering and reviewing all of its 
documents, books, records and files. Since its_ appointment as 
Receiver, SBA has been operating pursuant to a liquidation 
directive. New financings are not being made by Capital 
Management. The Receiver has retained a Principal Agent, Cecilia 
R. Seay, who is experienced in SBIC liquidation, has served as an 
agent for other receiverships^-has-interviawed^and deposed numerous 
individuals, and has general awareness of SBIC regulations and 
corporate duties in the State of Arkansas. We are in the process 
of retaining accountants to follow the flow of funds from Capital 
Management^-- All-of Capital. Management 1 s -indi vidual fin ancings are 
being reviewed, with more information being obtained daily. Once 
the information is available, we will review it to assess what 
details we can make available to you. 

As additional background, I am attaching further information 
relating to Capital Management. If you like, SBA representatives 
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can meet: at a mutually convenient time with Tom Powers, Jeanne 
Roslanowick, or any other of your designated representatives to 
clarify this information. 

I look forward to working closely with you and the Small 
Business Committee as we proceed. 



Administrator 


Attachments 

EBB/s 
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NEWS RELEASE 


SBA Number: 
For release: 


November 16, 199 3 


For more Information, 
contact: 


Mike Stamler 
(202 ) 205-6740 


STATEMENT ON CAPITAL MANAGEMENT SERVICES INC. 

U.S. Small Business Administration (SBA) Administrator Erskine 
Bowles today released the attached summary of his letter to U.S. 
Rep. John LaFalce, chairman of the House Committee on Small 
Business. Chairman LaFalce had asked for background information 
on Capital Management Services Inc., a Specialized Small Business 
Investment Company located in Little Rock, Ark. 
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U.S. Small Business administration 

Washington. O C. 20416 


ornct or tmi aominiSTaato* 

Capital Management Services. Inc 
Information Sheet 


Capital Management Services, Inc. ("Capital Management"), was 
a Specialized Small Business Investment Company ("SSBIC") located 
in Little Rock, Arkansas. 

Capital Management was licensed by the Small Business 
Administration ("SBA") in 1979, and received total financial 
assistance of $3.4 million from SBA during the period from 
September, 1983 through March, 1989. While monitoring Capital 
Management in the fall of 1992 in connection with a request for 
additional leverage, SBA began to suspect regulatory violations by 
the SSBIC. SBA required Capital Management to provide further 
information about its portfolio of investments, and then in 
October, 1992 and December, 1992, SBA denied Capital Management's 
requests for the additional financing. 

In the review process, SBA became aware of serious potential 
regulatory problems relating to Capital Management. Accordingly, 
SBA commenced an audit of the SSBIC for the 24 month period ending 
November 30, 1992. As a result of the audit report, issued in 
March of 1991, SBA referred the case to — the— Of f-ice— of— Inspector 
General ("IG") for investigation. The IG, in turn, made a referral 
to the Federal Bureau of Investigation ("FBI") for further inquiry. 
SBA officials traveled to Arkansas and met with the FBI and the 
local Assistant United States Attorney in order to review the 
records of Capital Management. This joint effort uncovered 
additional regulatory violations by Capital Management. SBA then 
moved for and obtained appointment as receiver ("Receiver") for 
Capital Management pursuant to an Order entered by the United 
States District Court for the Eastern District of Arkansas, Western 
Division, on September 15, 1993. / United States of America v. 
Capital Management Services. Inc. . Civil Action No. LR-C-93-646 
( Eisele , J.)) 

The -Receivership was in stitu ted for the purpose of 

administering and controlling Capital Management , making inquiry 
into regulatory compliance, liquidating all of Capital Management's 
assets, satisfying the claims of creditors therefrom, and pursuing 
all causes of actio n available to Capital Man agement against third 
parties. SBA is authorized to act as a receiver~of “an" SSBIC under 
Section 311 of the Small Business Investment Act of 1958, as 
amended ("Act"), 15 U.S.C. S 687c. 

The following is point by point specific background material: 


« l 
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SSBIC License 


Capital Management was issued an SSBIC license by SBA on March 
14 1979 under Section 301(d) of the Act, 15 U.S.C. 5 681(d). 
SSBICs licensed under Section 301(d) of the Act are permitted to 
fund only those concerns owned by socially or- economically 
disadvantaged persons. 


According to SBA's files, Capital Management was operated by 
David L. Hale, a local Pulaski Municipal Court Judge, since 1980. 


As required by Section 302 of the Act, 15 U.S.C. S 682, 
Capital Management .was initially capitalized with 5152 l°° i? 
••private Capital", as defined in SBA's regulations ("Regulations ) 
at 13 C.F.R- S 107.3. Please note that the minimum requirement for 
"Private Capital" has been amended since the time Capital 
Management was licensed. Subsequently, Capital Ma " a< ?ement * 
private paid-in capital increased to $500,500 in March of 1980, t 
$1,006,310 in June of 1986 and to $1,406,310 in December of 1988. 


SBA Leverage 

The total amount of SBA financial assistance provided to 
Capital Management to date is $3.4 million. !n a ccordance with 
Section 303 (b) of the Act, 15 U.S.C. S 683 (b), SBA Provided 
financing to Capital Management througn the purchase or guarantee 
of three subordinated debentures issued by Capital Management in 
the total principal amount of $2,000,000 The three financings 
were made in November, 1983; September, 1986; and March, 1989. The 
SBA alsc provided financing to Capital Management through 
purchase o£ a total face anount of $1,4 00,000 ir ' stock 

issued- by the Company in three separate financings in March, ^1980, 
May, 198 6; and March, 1989. The SBA is authorized to purchase 
preferred securities of SSBICs pursuant to Section 303(c) of the 
Act, 15 U.S.C. § 633 (c) . 


Portfolio Financings 

Capital "Management made numerous financings to individual 

small business — concerns; These— SBIC - financings— were no 

approved investments, since SBA does not select or app 
businesses which SBICs choose to finance. Individual financing 
decisions are made by the SBICs, without prior consultation with 
SBA. SBA is not in a position at this time to give detail 
individual financings by Capital Management. 
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As Receiver, S BA is marshalling all of Capital Management’s 
assets and property and gathering and reviewing all of its 
documents, books, records and files. Since its appointment as 
Receiver, SBA has been operating pursuant to a liquidation 
directive. All of Capital Management's individual financings are 
being reviewed, with more information being obtained daily. 
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U S. Small Business administration 

Washington, O.c. ;0416 
iT021 205-6642 




General Counsel 


November 16, 1993 
HAND DELIVERED 


Neil Eggleston, Esquire 

Associate Counsel 

Office of the White House Counsel 

The White House 

Washington, DC 20416 


Dear Neil: 


Enclosed is a copy of Erskine’s letter yesterday to Chairman LaFalce (with 
confidential attachments}. 


JT S/s 



Attachments 


7368 



arr ict or tm< *ominht*»io* 


U.S. Small Business administration 

Washington. C C. *2416 


NOTICE 

The information contained harsin has bean determined to ba 
confidential in nature and tberefora not raleaaabla to 
unauthorized partiaa. Disclosure of this information may 
violate Federal lav (a.g., Privacy Act of 1974, v tba Right to 
Financial Privacy Act of 1978, and 18 U.S.C. S 1905). Utmost 
discretion should ba exercised. 


November 15, 1993 


Honorable John J. LaFalce 
Chairman, Committee on Small Business 
Congress of the United States 
House of' Representatives 
Washington, DC 20515-6315 


Re: Capital Management Services, Inc 


Dear Chairman LaFalce: 

I am pleased to provide the information you requested on 
November 4, 1993, regarding Capital Management Services , Inc. 
("Capital Management"), a Specialized Small Business Investment 
Company ("SSBIC") located in Little Rock, Arkansas. 

As general background. Capital Management was licensed by the 
Small Business Administration ( "SBA" ) in 1979, and received total 
financial aasistance of $3.4 million from SBA during the period 
from September, 1983 through March, 1989. While monitoring Capital 
Management in the fall of 1992 in connection with a request for 
additional leverage , -SBA began to suspect regulatory violations by 
the SSBIC. SBA required Capital Management to provide further 
information about its portfolio of investments, and then in 
October, 1992 ahd December, 1992, SBA denied Capital Management's 
requests for the additional-financing. — -- - J 

In/ the review process, SBA became aware of serious potential 
regulatory problems relating to Capital Management. Accordingly, 
SBA commenced an audit of the SSBIC for the 24 month period ending 
November 30, 1992. As a result of the audit report, issued in 
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March of 1993 , SBA referred the case to the Office of Inspector 
General ("IG") for investigation. The IG, in turn, made a referral 
to the Federal Bureau of Investigation ("FBI") for. further inquiry. 
SBA officials traveled to Arkansas -and met with the FBI and the 
local Assistant United States Attorney in order to review the 
records of Capital Management. This joint effort uncovered 
additional regulatory violations by Capital Management. SBA then 
moved for and obtained appointment as receiver ("Receiver") for 
Capital Management pursuant to an Order entered, by the United 
States District Court for the Eastern District of Arkansas, Western 
Division, on September IS, 1993. ( United States of America v. 
Capital Management Services. Inc. . Civil Action No. LR-C-93-646 
(Eisele, J.)) 

The Receivership was instituted for the purpose of 
administering and controlling Capital Management, making inquiry 
into regulatory compliance, liquidating all of Capital Management's 
assets, satisfying the claims of creditors therefrom,, and pursuing 
all causes of action available to Capital Management against third 
parties. SBA is authorized to act as a receiver of an SSBIC under 
Section 3'11 of the Small Business Investment Act of 1958, as 
amended ("Act"), IS U.S.C. S 687c. 

The following is a point by point response to the specific 
inquiries in your letter: 


SSBIC License 

Capital Management was issued an SSBIC license by SBA on March 
14, 1979 under Section 301(d) of the Act, 15 U.S.C. § 681(d). 
SSBICs licensed under Section 301(d) of the Act are permitted to 
fund only those concerns owned by socially or economically 
disadvantaged persons. 


Ownership 

According to SBA's files, Capital Management is currently 
owned by David L. Hale 821, Linda Sue Hale (David Hale's wife) 9% 
and Hazel Dennis (David Hale's sister) 9%. 


Private Capital 

As required by Section 3 02 of the Act, 15 U.S.C. S 68 2, 
Capital Management was initially capitalized with $152,500 in 
"Private Capital", as defined in SBA's regulations ("Regulations") 
at 131 C.F.R. § 107.3. Please note that the minimum requirement for 
"Private Capital" has been amended since the time Capital 
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Management: was, licensed. Subsequently, Capital Management's 
private paid-in capital increased to $500,500 in March of 1980, to 
$1,006,310 in June of 1986 and to $1,406,310 in December of 1988. 


SBA Leverage 

/ s - \ 

The tctal amount of SBA financial assistance provided to' 
Capital Management to date is $3.4 million. In accordance with 
Section 303 (b) of the Act, 15 U.S.C. S 683 (b), v SBA provided 
financing to Capital Management through the purchase or guarantee 
of three subordinated debentures issued by Capital Management in 
the totaJL principal amcunt of $2,000,000. The three financings 
were made in November, 1983; September, 1986; and March, 1989. The 
SBA also provided financing to Capital Management through the 
purchase of a total face amount of $1,400,000 in preferred stock 
issued by the Company in three separate financings in, March, 1980; 
May, 1986; and March, 1989. The SBA is authorized to purchase 
preferred securities of SSBICs pursuant to Section 303(c) rf the 
Act, IS U.S.C. S 683 (C) . 


Portfolio Financings 

You have requested details regarding Capital Management's 
financings to individual small business concerns. These SBIC 
financings were not SBA approved investments,"' since "SBA does not 
select or approve small businesses which SBICs choose to finance. 
Individual financing decisions are made by the SBICs, without prior 
consultation with SBA. We are not in a position at this time to 
give you details about individual financings by Capital Management. 

As Receiver, SBA is marshalling all of Capital Management's 
assets and property and gathering and reviewing all of its 
documents, books, records and files. Since its appointment as 
Receiver, SBA has been operating pursuant to a liquidation 
directive. New financings are not being made by Capital 
Management. The Receiver has retained a Principal Agent, Cecilia 
R. Seay, who is experienced in SBIC liquidation, has served as an 
agent for other receiverships, has interviewed and deposed numerous 
individuals, and has general awareness of SBIC regulations and 
corporate duties in the State of Arkansas. We are in the process 
of retaining accountants to fallow the flow of funds from Capital 
Management. Aril of Capital Management's individual financings are 
being reviewed, with more. inf ormation. being obtained daily. Once 
the information is available, we will review it to assess what 
details we can make available to you. 

As additional background, I am attaching further information 
relating to Capital Management. If you like, SBA representatives 
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can meet at a mutually convenient time with 
Roslanowick, or any other of your designated 
clarify this information. 

I look forward to working closely with 
Business Committee as we proceed. 



Administrator 


Attachments 

EBB/s 


Tom Powers , Jeanne 
representatives to 

you and the Small 
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THE WHITE HOUSE 

WASHINGTON 


fit' '■* 


November 20, 1993 


John T. Spotila, Esq. 

General Counsel 

U.S. Small Business Administration 
Washington, D.C. 20416 

Dear John: 


Enclosed please find the attachments to the public 
report from Administrator Bowles to Chairman LaFalce, House 
Committee on Small Business, that the Small Business 
Administration provided earlier this week. In view of the fact 
that the attachments themselves, although delivered to the House 
committee, were not made public, I am returning them. 


Very truly yours, 

W. Neil Eggleston 
Associate Counsel to the 
(202) 456-7901 



President 
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MEMORANDUM 


TO: 


Margin Teckle“ 



FROM: 


Erskine Bowie: 


DATE: 


March 3, 1994 


SUBJECT: Capital Management Co. 


I am recusing myself from all involvement in the SBA's ongoing 
investigation into Capital Management. 

My instructions to you and others since this investigation began 
still stand. These instructions are: 


1. Undertake the Capital Management investigation in the same 
vigorous manner you would any other- inv fisti^a^luii uf an 
SSBIC. If you find any evidence of fraud or abuse, you 
should take every appropriate step to prosecute the person 
or persons who have perpetrated this malfeasance; and 

2. The SBA should provide Chairman LaFalce with any relevant 
information that he requests. This information should be 
provided as soon as possible after the request is received. 
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U S Small Business aom-nistration 
Washington O C 204 16 


office Of the aoministra tor 


Aprii II. 1994 


Honorable Jan Mevers 
U.S. House of Representatives 
Washington. D.C. 20515 

Dear Congresswoman Meyers: 

This is in response to your March 23, 1994 inquiry regarding mv recusal from 
involvement in the Capital Management Services matter. 

Throughout mv tenure as Administrator of the Small Business Administration 
direct responsibility for the handling of all aspects of the investigation ot and prosecution 
of any SBIC or SSBIC sus, ected of wrongdoing have been delegated to the career 
Investment Division and Office of General Counsel personnel who normally are involved 
in such cases. Capital Management has been treated in the same manner as all such other 
cases. I have never reviewed the Capital Management file. 

It has been my practice at the SBA to recuse mvself from any situation where there 
could be asserted even the remotest hint of a conflict of interest or perception of 
impropriety. To avoid even the appearance of impropriety, I verbally advised my staff in 
the late fail of 1993 that I intended to separate myself, even more thoroughly than an 
Administrator normally would be in an SBIC legal matter, from all aspects of the Capital 
Management matter. At the same time, I firmly instructed each of the staff that they were 
to pursue the investigation and prosecucion of this matter vigorously, and that they were 
to cooperate fully, completely and quickly with any governmental agencv investigating or- 
prosecuting this matter. 

On March 3, 1994 I memorialized my prior recusal in a memorandum to our 
Deputy General Counsel, who is our ethics officer as well as the career scaff member who 
has been supervising our management of the Capital Management case from a legal 
perspective. I previously have provided a copy of that memorandum to the staff of the 
House Small Business Committee. A copy is attached to this letter for your information. 

Very ;ruly yours. 


Attachment 


ErskimrB. Bowles 
Administrator 


DEPOSITION OF SHARON E. CONAWAY 
IN RE: S. RES. 120 


TUESDAY, NOVEMBER 7, 1995 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 

Deposition of SHARON E. CONAWAY, called for ex- 
amination pursuant to notice of deposition, at 6:15 p.m. in the law 
offices of Wilmer, Cutler & Pickering, 2445 M. Street, NW, before 
BRENDA M. SMONSKEY, a Notary Public within and for the 
District of Columbia, when were present: 


MICHAEL P. O’CALLAGHAN, Esq. 

Majority Associate Special Counsel 
ANDREW M. SCHAUER, Esq. 

Minority Assistant Special Counsel 
U.S. Senate 

Committee on Banking, Housing, and Urban Affairs 
534 Dirksen Building 
Washington, DC 20510 
On behalf of the Committee. 

ROGER M. WITTEN, Esq. 

GAIL BERNSTEIN, ESQ. 

STEVEN H. SACHS, Esq. 

Wilmer, Cutler & Pickering 
2445 M. Street, NW 
Washington, DC 20036-1420 
On behalf of the Deponent. 
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PROCEEDINGS 

Whereupon, 

SHARON E. CONAWAY 
was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 

BY MR. O’CALLAGHAN: 

Q Good evening. My name is Michael 
O’Callaghan. I am associate and special counsel for 
the majority on the Special Committee. This 
deposition is being conducted pursuant to Senate 
Resolution 120. The resolution establishes a Special 
Committee administered by the Banking Committee to 
conduct an investigation involving Whitewater 
Development Corporation, Madison Guaranty Savings & 
Loan Association, Capital Management Services, 
Incorporated, the Arkansas Development Finance 
Authority and other related matters. 

Section 1(b)(2)(e) of Senate Resolution 120 
authorizes investigation and public hearings into 
whether the report issued by the Office of Government 
Ethics on July 31, 1994 or related transcripts of 

deposition testimony, one, were improperly released 
to White House officials or others prior to their 
testimony before the Committee on Banking, Housing 
and Urban Affairs pursuant to Senate Resolution 229 
or, two, were used to communicate to White House 
officials or to others confidential RTC information 
relating to Madison Guaranty Savings & Loan 
Association or Whitewater Development Corporation. 

That section of the resolution will be the 
main focus of this evening’s deposition. 

This deposition is being taken actually 
while public hearings are taking place. The first 
one was started today. The hearings on this issue 
will likely continue on through part of this week. 

There may be a possibility that you will be asked to 
testify at the hearings. If that does happen, we 
will notify your counsel and let you know. 

Today we are going to — we will be asking 
you a series of questions. You have already been 
sworn in. You are testifying under oath. If you 
don’t understand a question, please let either one of 
us know and we will be happy to rephrase the question 
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for you. If you need a break also let us know and 
with RTC we will be glad to accommodate you. 

The stenographer is preparing a record of 
questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings, and we also request 
that you keep the contents of the deposition 
confidential. 

Prior to the hearings, if you are asked to 
testify, we will be happy to provide you with a copy 
of the transcripts along with an errata sheet so you 
can make any corrections and as soon as the 
deposition is available we will be happy to provide 
you with a copy to put in corrections as you see 
fit. 

Are you represented by counsel this 
evening? 

A Yes. 

MR. WITTEN: I have a couple things to 
say. First, I will put on the record that we 
appreciate the willingness of both the Majority and 
Minority staff to accommodate us by holding the 

6 

deposition here in view of the fact that Ms. Conaway 
is very pregnant and we are very close to her 
hospital. We want to thank you both for doing that. 

Secondly, as we said in the beginning of 
the other depositions, we don’t represent the White 
House but we are aware there have been discussions 
between the Committee and the White House concerning 
the scope of any privileges that might be asserted by 
the White House. We think we have a general idea 
what those are but we are not qualified to be 
policemen of that privilege and Ms. Conaway is not 
authorized by the White House to waive any privilege 
or expand on any waiver. Anything she says should 
not be construed as a waiver by the White House. 

Third, you said this transcript would 
remain confidential until the hearings have begun and 
as you know the hearings have begun. We would object 
to any release of any portion of this transcript by 
the Committee or its staff before Ms. Conaway has a 
chance to review it and correct it. 

MR. O’CALLAGHAN: Certainly. We would not 
consider doing that. 
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BY MR. O’CALLAGHAN: 

Q In addition, this evening, objections to 
the form of questions will be noted for the record. 

Counsel may object on grounds of privilege or 
relevance. The Committee Chairman may rule on 
objections where the witness refuses to answer a 
question. 

Could you please state and spell your full 
name for the record? 

A My name is Sharon, S-h-a-r-o-n, Elizabeth, 
Conaway, C-o-n-a-w-a-y. 


Q Are you aware of the Committee’s document 
request to the White House? 

A Not specifically. 

Q Did you conduct any searches in connection 
with document productions to the Committee? 

A No. 

Q Do you know whether all responsive 
documents to the Committee’s document requests have 

been produced by the White House? 

8 

A I don’t know. 

Q Have you spoken to anyone other than your 
counsel prior to this deposition about this 
deposition? 

A No. 

Q Have you spoken to any other witnesses who 
have been deposed in this inquiry? 

A 1 spoke briefly to Mr. Cutler this 
afternoon. 

Q Did you discuss the contents of his 
testimony? 

A No. 

Q Did you conduct any preparation for this 
evening’s deposition? 

A Only in connection with my counsel. 

Q The question was meant to elicit whether 
you reviewed any documents or tried to refresh your 
recollection by talking to any other witnesses. 

A I reviewed certain documents. 

Q What documents did you review? 

MR. WITTEN: Don’t answer that question. 

The selection of documents was made by counsel, and 
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it is privileged. 

MR. O’CALLAGHAN: Are these documents that 
were produced to the Committee? 

MR. WITTEN: I’m not going to answer that; 
privilege. And she doesn’t know. 

MR. O’CALLAGHAN: Could you for the record 
state the basis for the claim. 

MR. WITTEN: Attorney-client work product. 

BY MR. O’CALLAGHAN: 

Q What is your present business address? 

A It is 2430 E Street, Northwest in 
Washington. 

Q Who is your current employer? 

A The U.S. Department of State. 

Q What is your position there? 

A Attorney-adviser, with an E. 

Q How long have you been in that position? 

A I started that position April 19, 1994. I 
left June of ’94 to go to the White House. I 
returned to the State Department in September of 
’94. I have been there since then. 

Q Could you give me a brief description of 

10 

your employment history since you graduated from law 
school. 

A Yes. I came to work for Wilmer, Cutler & 
Pickering in September of 1988. I worked here until 
April I, 1994, and that same month I went to the 
State Department. You know the rest. 

Q You said you went over to the White House 
in I believe it was June of 1994? 

A Right. I believe I started June - around 
June 18, ’94. 

Q What was your position when you went over 
to the White House? 

A I had the title of special assistant 
counsel. 

Q Were you in a specific office of the White 
House? 

A You mean did I have a specific room that I 
worked out of? 

Q No. Rather, departmental section or 
organization. 

A I was a special assistant counsel within 
the Office of White House Counsel working under Lloyd 
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Cutler. 

Q Who did you report to while you were there? 

A I reported to Jane Sherburne, immediately 
to Jane Sherburne and Sheila Cheston. 1 suppose 
ultimately I reported to Mr. Cutler. 

Q What were their respective positions? 

A They were each special associate counsel 
then. 

Q And Mr. Cutler’s position? 

A He was counsel to the President. 

MR. WITTEN: I think he was special 

counsel. 

THE WITNESS: Okay. 

BY MR. O’CALLAGHAN: 

Q During the time since you started at the 
White House in June of 1994, you said it was around 
June 18th, you thought, through August 5th, what were 
your primary responsibilities? 

A Let me correct something. I was there 
until September 3rd, I think, or September 2nd. 

Q I’m putting you within a specific time 
period. 

12 

A Generally 1 was brought in to help with the 
investigation that Mr. Cutler was conducting and with 
preparing his hearing testimony. Generally I did a 
series of research assignments, legal research, 
factual research. 1 helped prepare drafts of his 
testimony, the factual report that went with it. 

Q You said you — you referred to an 
investigation that was being conducted. What was the 
investigation looking at? 

A That was Mr. Cutler’s investigation of the 
contacts between White House and Treasury officials 
concerning matters related to Madison Guaranty. 

Q I meant to ask you this earlier, but when 
did you graduate from law school? 

A In 1988, May ’88. 

Q During this time period, were you aware 
that there was an investigation also being conducted 
into White House-Treasury contacts by the Inspector 
General’s office of both the Treasury and the 
Resolution Trust Corporation? 

A Yes - 

MR. WITTEN: I’m going to object to the 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7382 


13 

form of the question. You can answer as it has been 
posed. 

THE WITNESS: Generally, yes. 

BY MR. O’CALLAGHAN: 

Q What was your understanding of the 
investigation that was being conducted? 

A I don’t think it was much more specific 
than what you just said. 

Q How did you become aware that they were 
conducting an investigation? 

A When I came to work at the White House, 

Jane and Sheila briefed me in general on the 
situation. I expect they told me that. 

Q Do you recall specifically what they told 
you about it? 

A No. 

Q Was it in the context of a larger briefing, 
or was that a specific briefing on that 
investigation? 

A It would have been in the context of a 
larger briefing. 

Q Did you have any contact with anyone from 

14 

the Treasury Inspector General’s office during the 
time period when you started, June 18th, 1994 through 
August 5th, 1994? 

A I don’t believe I did. 

Q Did you have any contact with anyone in the 
Office of General Counsel at Treasury during that 
time period as they were helping to prepare Secretary 
Bentsen for testimony on this issue? 

A 1 had 1 think more than one conversation 
with someone in the General Counsel’s Office, but not 
in relation to their preparation of Mr. Bentsen 
specifically. 

Q Who is the person you had a conversation 
with at General Counsel’s Office? 

A The only person I recall speaking to there 
was named David Dougherty. 

Q When did that conversation take place? 

A I don’t remember when my first conversation 
with him took place. As I said, I think I had more 
than one. 

Q You had several? 

A I don’t know if it was as many as several, 
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but it was more than one. 1 know that 1 did have a 
series of conversations with him I believe on July 
27. 

Q Did your office ever come into possession 
of any documents that were produced during the course 
of the IG’s investigation? 

A I’m not sure. I’m not sure I understand 
the question, actually. 

Q Let me rephrase it. Did the White House 
counsel’s office ever come into the possession of 
documents ever produced in connection with the 
investigation being conducted by the two IG offices? 

A By produced, do you mean created? 

Q Created, yes. 

A 1 know that the White House received 
certain documents that Treasury had produced to one 
or both of the Congressional committees, and I know 
that the White House came into possession of 
transcripts of depositions conducted by the Treasury 
IG. 

Q What is your knowledge of how the 
transcripts came to come into the possession of the 

16 

White House? 

A I know the White House obtained Treasury IG 
transcripts from two sources. They obtained 
transcripts of, I believe some of the depositions of 
White House staff from counsel for the staff 
members. 

MR. WITTEN: Private counsel? 

THE WITNESS: Private counsel, yes. They 
also obtained Jean Hanson’s transcript. I’m not sure 
where it got that one. And it also obtained 
transcripts of White House, Treasury and RTC 
employees’ depositions from Treasury. 

BY MR. O’CALLAGHAN: 

Q With regard to the transcripts that the 
White House received from private counsel, when did 
the White House receive those? 

A I don’t have — 1 recall that it received 
them sometime before July 23rd. I don’t have an 
independent recollection of exactly when. My memory 
has recently been refreshed that I believe it was 
around July 21st and 22nd. Whether we got some 
before then I don’t know. 
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Q Who were they delivered to? 

A I believe that at least some of them were 
delivered to Sean Johnston, who was a paralegal on 
our team, our investigation team. 

MR. WITTEN: Question was who were they 
delivered to. Which is the they we are talking 
about? 

MR. O’CALLAGHAN: The ones we were just 
referencing, the ones from private counsel. 

BY MR. O’CALLAGHAN: 

Q If I make a distinction ~ I will ask 
separately about each group. 

Were the transcripts that were provided by 
private counsel, have they been requested by the 
White House to receive them from private counsel, or 
had they been offered by private counsel? 

A I don’t know. 

Q Have you ever learned or been told? 

A No. 

Q Did you come into possession of any of the 
transcripts that were provided by private counsel in 
July of ’94? 

18 

A Yes. 

Q When did you come into possession of those 
transcripts? 

A I don’t specifically recall except that it 
was before July 23rd. 

Q Why do you believe it was before July 23rd? 

A Because I reviewed them, I read them in 
connection with preparing Mr. Cutler’s report, and I 
know I read them and reviewed them before we received 
transcripts from Treasury, which was on July 23rd. 

Q Who else reviewed those transcripts? 

A I don’t know if anyone else reviewed them. 

Q Do you know that you are the only person 
that reviewed them? 

A To my knowledge, I am. 

Q Did Sean Johnston deliver them to you 
directly? 

A Again, we are talking about which 
transcripts? 

Q The ones we were just discussing, the ones 
from private counsel. 

A I don’t remember specifically how I got 
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them. 

Q Was there anyone else in possession of 
them? 

A Other than me or Sean? 

Q Correct. 

A It is possible that Jane or Sheila or Lloyd 
had them at some point. I don’t know, though. 

MR. WITTEN: When you say possession of 
them, you mean touched them or kept them? 

MR. O’CALLAGHAN: Kept them in their office 

or - 

THE WITNESS: Again, not to my knowledge. 

BY MR. O’CALLAGHAN: 

Q Were they kept in a general area? Were 
they kept in a specific office? 

A They were kept in my office so far as I can 
recall. 

Q The second transcripts that you referred to 
or the second receipt of any transcripts that you 
referred to, you said you received Jean Hanson’s 
transcript, that the White House did? 

A Yes. The White House received Jean 
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Hanson’s transcript, again, sometime before July 
23rd. I don’t know from where. 

Q Do you know whether it was from a counsel 
or from an agency? 

A I don’t know. 

Q How do you know it was received before July 
23rd? 

A Because I read it before July 23rd. 

Q Is there a specific reason why July 23rd 
stands out in your mind with regard to when these 
transcripts were received? 

A I remember that we received transcripts 
from Treasury on that day, and I know that I had 
reviewed some transcripts before then. Therefore, we 
got them from somewhere other than Treasury. 

Q With regard to the transcripts that you say 
the White House received on the 23rd, who at the 
White House received those transcripts? 

A Ultimately I received them. They appeared 
in a box on my floor. 

Q When did you first see them? 

A I don’t have a specific recollection. I 
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have a general recollection it was Saturday 
afternoon, the 23rd. 

Q Do you have — you say you don’t have a 
specific recollection, but can you place it within a 
time frame of a couple hours? Or near lunch? 

A I generally recall it was around 4:00, but 
it is pretty general. 

Q Were you working that day? 

A Yes, sir. 

Q Were you working out of your office? 

A Yes. 

Q When the transcripts appeared in the box in 
your office, were you in your office when they were 
brought in? 

A I don’t remember. 

Q Just to try to help refresh your 
recollection, do you remember if you walked in and 
said here is a box, what is this, or someone came in 
and you thanked them for bringing it in? 

A I don’t remember how they got there, who 
brought them in, whether someone from our office went 

and got them or someone brought them to us. I just 
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know that they appeared on my floor that afternoon. 

Q Do you know who brought them in to you? 

A I don’t remember. 

Q Do you know who initially received the box 
with the transcripts in it? 

A I don’t. 

Q Have you ever learned? 

A No. 

Q Were you told at any time? 

A Not that I recall. 

Q Did you ever inquire as to who brought the 
box of transcripts into your office? 

A I don’t recall doing that. 

Q What did you do once you saw the 
transcripts? 

A 1 was assigned the task of reading the 
transcripts for purposes of our preparation of 
Lloyd’s report, and I proceeded to do that over the 
course of the next roughly 48 hours. 

Q Who tasked you out to do that job? 

A It was probably Jane. 

Q Were you expecting the transcripts to 
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arrive? 

A Yes. 

Q When had you been tasked out to review 
them? 

A I don’t remember exactly when I was given 
that assignment. 

Q Was it the same day or the day before? 

A I don’t remember. 

Q Had you expected the transcripts to come 
in? Were you aware they were going to be coming in 
the day before? 

A Can you ask that again? 

Q I can probably phrase the question a little 
better. 

When did you first learn that the 
transcripts were going to be delivered to you or to 
the White House? 

A My general recollection is that I knew for 
a while that we were supposed to be getting 
transcripts. I don’t remember when I first learned 
that. And 1 don’t remember whether at some point I 
knew they were coming the next day or something like 


that. I just have a general recollection that I 
wasn’t surprised when they appeared on my floor; I 
knew they were coming at some point. 

Q Had you been anxious to receive them? 

A I don’t remember that. 

Q Do you remember if it was a big deal when 
they came in or were you like oh, here are the 
transcripts, I will get to work, or here are the 
transcripts, I better get moving? 

A I now that I had to review them all before 
we completed the report and that I didn’t have a lot 
of time to do that. Yes, there was a sense of 
urgency that I needed to jump on things and start 
reading them. 

Q When was the report supposed to be 
completed by? 

A Lloyd testified on Tuesday the 26th. So 
presumably sometime the day before. 

Q How many transcripts had you reviewed 
before July 23rd? 

A I don’t know a specific number. 

Q Do you recall a certain percentage of 


23 


24 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7388 


25 

different agency’s transcripts you looked at? 

A I looked at transcripts of White House 
witnesses. I looked at Jean Hanson’s transcript. I 
don’t remember whether we had Altman’s or Steiner’s 
transcripts. It is possible that I reviewed those, 
but I’m just not sure. And there weren’t any others 
that I reviewed. 

Q Who caused the transcripts to be delivered 
to the White House, the ones of July 23rd? 

A I’m not sure what you mean by "who 
caused." 

Q Specifically, do you know who delivered 
them, what person delivered them? 

A I don’t know. 

MR. WITTEN: She said before she wasn’t 
sure whether someone from the White House picked them 
up. There may not have been a someone who delivered 
them. 

BY MR. O’CALLAGHAN: 

Q I didn’t understand whether someone picked 
them up from the reception desk at your office or 
whether someone picked them up. 

26 

A I don’t know the mechanics of how they got 
there. 

Q In whose possession were the transcripts 
before they were delivered to the White House? 

A I don’t know specifically. I don’t know. 

Q Were they in the possession of a certain 
agency? 

A I know we got them from Treasury, and I 
know that the cover letter came with them from Steve 
McHale at Treasury. 

Q At the time did you know who Steve McHale 
was? 

A I probably had some knowledge of that. I 
have kind of forgotten, actually. I know he worked 
in the General Counsel’s Office. 

Q Did you know at the time he worked in the 
General Counsel’s Office? 

A I don’t remember. I assume he did. 

Q On July 23rd, were you familiar with any of 
the members of the General Counsel’s Office at the 
Department of Treasury? 

MR. WITTEN: You said July 22? 
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MR. O’CALLAGHAN: 23rd. 

MR. WITTEN: I’m sorry. 

THE WITNESS: As I said before, I believe I 
had spoken earlier with a David Dougherty. I don’t 
know if I spoke with him before the 23rd. I spoke 
with him before the 27th. I know he was also in the 
General Counsel’s Office. I think that is the only 
person. Other than possibly Steve McHale at some 
point I talked to also, yes. 

BY MR. O’CALLAGHAN: 

Q If you talked to Steve McHale, do you 
remember what the contents of the discussion were? 

A I do not. 

Q Did anyone at the White House make a 
request for the transcripts that were delivered on 
the 23rd? 

A I don’t know. Can you ask that again. 

Q Sure. Maybe I didn’t form the question 
very clearly. 

The transcripts that were delivered on the 
23rd, had the White House made a request to receive 
those transcripts before they were delivered? 

28 

A I believe so, yes. 

Q Who was involved in making any request? 

A I don’t really know. I don’t think I knew 
at the time. I have had some discussions with 
counsel that have given me some additional 
information, but aside from that, I really don’t 
know. 

Q Did you ever talk to any of your 
supervisors about it? 

A About what? 

Q About who asked for the transcripts from 
Treasury. 

A I don’t remember doing that. 

Q When you were asked to review the 
transcripts, I believe you said Ms. Sherburne asked 
you to do that? 

A I believe it was Jane Sherburne. It could 
have been Sheila Cheston. It was one of the two. 

Q Were you told or informed that the 
transcripts might contain any confidential 
information in them? 

A I don’t remember being told that 
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specifically. 

Q Were you told anything generally? What is 
your recollection of that? 

A Well, I knew that the transcripts had come 
with a transmittal letter from Mr. McHale that 
contained a restriction on the use of the 
transcripts. 

Q Did you read the transmittal letter? 

A Yes. 

Q What was your understanding of the 
restrictions contained in that transmittal letter? 

A My understanding was that we were not to 
give or show the transcripts to any White House 
witnesses until Treasury lifted that restriction. 

Q Did the restriction deal with revealing the 
substance of the transcripts orally? 

A I don’t remember having -- I don’t remember 
focusing on that aspect. 

Q Did you discuss the transmittal letter with 
anyone at the time? 

A I discussed it with Jane. 

Q What was the substance of the discussion or 

30 

discussions you had with Jane? 

A Jane felt that transcripts that we had 
obtained from other sources, specifically the White 
House witnesses’ private lawyers, should not be 
subject to that restriction, but to my knowledge, we 
applied that restriction to those transcripts as 
well. We treated them as though it applied. 

Q I would like to show you a document which 
is Bates stamped S 0020064. It is a one-page 
document of July 23, 1994. It is addressed to Jane 
Sherburne, esquire, signed by Steve McHale. I show 
it to you and counsel. 

Let me know when you have had a chance to 
review it. 

(Witness examined the document.) 

A Okay. 

Q Is the document I have just showed you, is 
that the transmittal letter you were referring to? 

A It appears to be. 

Q Did you maintain a copy of this letter? 

A I don’t remember. Let me ask you to 
clarify that. 
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I don’t remember if I Xeroxed it or kept a 
copy of it. The letter itself remained in our 
office, the office I shared with Jane. 

Q Did you have any discussions with Jane or 
anyone else in the office whether you could reveal to 
people other than showing them the transcripts or 
letting them read it what the contents of the 
transcripts were? 

A No. 

Q Did that ever come up as an issue? 

A I don’t remember that it did. 

Q Are you aware of whether the transcripts or 
the contents of the transcripts were ever shared with 
anyone other than Mr. Cutler and his counsel? 

MR. WITTEN: Or his staff. 

BY MR. O’CALLAGHAN: 

Q Or his staff. 

A With one exception, I’m not aware of that 
happening. The exception is that I sent a summary of 
one of the transcripts to counsel for Lisa Caputo, 
private counsel for Lisa Caputo. 

Q When did that occur? 
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A That was on July 27th. 

Q What transcript was it a summary of? 

A Steven Katsanos. 

Q Was this summary a White House document 
that had been created by the White House? 

A No. 

Q What was the origin of the summary? 

A l received the summary from David Dougherty 
in General Counsel’s Office. He told me that the 
summary had been prepared by the RTC and that it was 
not subject to the restriction in Mr. McHale’s letter 
and therefore we were authorized to provide it to 
counsel for Lisa Caputo. 

Q So, did he say the transcript was produced 
by the RTC or the summary was? 

A He told me the summary had been created by 
the RTC. 

Q And therefore wasn’t subject to the summary 
in Mr. McHale’s letter? 

MR. WITTEN: Not subject to the 
restriction. 

MR. O’CALLAGHAN: Thanks. 
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THE WITNESS: He told me that the summary 
did not contain confidential information of the type 
the RTC was continuing to want to protect. It hadn’t 
lifted the restriction on the transcripts yet, and 
that it was okay with the RTC and Treasury to provide 
the summary to counsel since it didn’t contain any 
confidential information. 

BY MR. O’CALLAGHAN: 

Q Did he tell you what the source of his 
information was that there was an objection? 

A My recollection is that I called 
Mr. Dougherty and asked him — let me back up a 
step. 

Q Actually, if you could tell me how you came 
first of all — how you came to receive the summary. 

Did you call him requesting information or documents? 

A Jane wanted to provide the transcript, 

Katsanos transcript to Lisa Caputo’s lawyer if it 

could be done permissibly, and we talked about the 

need to call Treasury and find out if the restriction 

on the transcript had been lifted yet. This was on 

July 27. 
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I called — I believe I tried to call 
McHale first and was unable to reach him, but I did 
reach Mr. Dougherty, who I knew to work for McHale. 

I asked him if we could send the transcript to 
Caputo’s lawyer. 

My best recollection is that he said he 
would check and call me back. And then he later that 
day called me back and said that he had checked with 
the RTC and that the restriction had not been lifted 
yet, that it probably would be lifted soon, maybe as 
soon as the next day, but it had not been lifted yet 
and therefore we should not send the transcript. So 
I agreed not to. 

Q Did he say who he had checked with? 

MR. WITTEN: You need to let her finish. 

BY MR. O’CALLAGHAN: 

Q I’m sorry. I thought you were finished. 

MR. WITTEN: I thought you were describing 
the conversation. 

THE WITNESS: There is more to the 
conversation. 

BY MR. O’CALLAGHAN: 
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Q Please continue. 

A He then told me that the RTC had prepared 
summaries of the transcripts and actually he was 
surprised, he thought we had them already, he thought 
we had the summaries already, and that the 
restriction did not apply to the summaries. If we 
wanted to send a summary to the lawyer, that that was 
permissible. 

He then either offered me the summaries or 
1 asked him for them; 1 don’t remember which. He 
agreed to make copies for me. Again, my best 
recollection is that later that day he called me and 
said the copies were ready. I actually walked over 
to Treasury to get them. I walked around in front of 
the White House and over to the gate that separates 
Treasury from the White House and met him there and 
he handed me an envelope with the summaries in them. 

I then took them back to my office. 1 read 
the Katsanos summary. I didn’t read the others. 1 
compared it to the transcript to see if there were 
any inaccuracies in it. I think I identified one and 
made a handwritten correction on the summary. I then 
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faxed it to Lisa Caputo’s lawyer. 

Q When you had the discussion with 
Mr. Dougherty before you went over the pick up the 
transcripts, when he told you that he had spoken with 
the RTC, did he identify who he had spoken with over 
there? 

A I don’t recall that he did. 

Q Did he explain why there was no restriction 
on the summaries, why the restriction didn’t apply? 

A My recollection is that he said that the 
transcripts contained certain information that the 
RTC wanted kept confidential or nonpublic and that 
that was the reason for the restriction that had been 
imposed but that the summaries did not contain that 
information. They included some substance of the 
transcripts but not that confidential information. 

Therefore, the restrictions did not apply to them. 

Q Did he say that the RTC had identified or 
had said that there wasn’t confidential information 
in the summaries? 

A That’s what he led me to understand. 

Q How many summaries did he send you? 
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A 1 don’t remember specifically. It was 
about a half inch stack of paper. There were several 
summaries. 

Q Did it have a cover sheet on it? 

A No. 

THE WITNESS: Can I take a two-minute 

break? 

MR. O’CALLAGHAN: Sure. 

(Recess.) 

BY MR. O’CALLAGHAN: 

Q You said you initially tried to get in 
touch with Mr. McHale when you went to find out if 
the restrictions were lifted on the transcripts; is 
that right? 

A I believe I did. 

Q Then you got in touch with Mr. Dougherty? 

A Yes. 

Q Had you spoken to him before that time? 

A I think I had. 

Q Do you remember what it was in connection 
with? 

A No. 
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Q You also said that he represented that the 
summaries that he provided to you were produced or 
created by the RTC? 

A That’s my recollection. 

Q Did he identify specifically who at RTC 
created the documents, the summaries? 

A Not that I recall. 

Q Did he identify a certain department or 
branch of RTC that created the documents? 

A Not that I recall. 

Q I would like to show you a document which 
bears the Bates stamp S 002065. I show it to you and 
your counsel. Tell me when you have had a chance to 
review it. I would like to ask you just a couple 
questions about it. 

(Witness examined the document.) 

A Okay. 

Q Have you seen that document before? 

A 1 think so, yes. It looks familiar. 

Q What is that document? 

A I believe that it was attached to McHale’s 
July 23rd letter transmitting the transcripts. 
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Q When you received — when the transcripts 
were transmitted on the 23rd, did they have any 
accompanying materials with them? 

A Other than cover letter? 

Q Other than cover letter and the 
transcripts, yes. 

A I don’t think so, no. 

Q Were any transcript summaries included in 
the box with the transcripts? 

A No. 

Q So, your recollection is that the document 
I have just showed you came with the transcripts; is 
that right? I just want to make sure. 

A 1 have seen this document attached to 
McHale’s letter. I don’t specifically recall seeing 
it in the box with the transcripts. 

Q There is some handwriting on that document, 
specifically there is the name "Foreman" on the 
bottom, which I believe is crossed out with a line 
under it. Do you recognize the writing on that 
document? 

A No. 
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Q Do you recognize any of the check marks or 
any of the other markings on the document? 

A If you mean did I make them, I don’t 
remember making them. I can’t tell who did from 
looking at them. 

Q Did anyone else receive a copy of the 
document I just showed you? 

A Besides who? 

Q Other than you. 

A I don’t know if any copies were made. 

Q Let me describe the document more fully for 
the record. It is a one-page document entitled 
"Print file list" with the date 7/23/94 at 3:04 
p.m. 

Does that help refresh your recollection as 
to when the transcripts were delivered or when you 
first saw it? 

A Can I see it again? 

Q Sure. 

A It seems to be consistent with my 
recollection that we received the box of transcripts 
with this in it late afternoon on the 23rd. 
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Q In addition, the document on the left-hand 
side contains a number of names that have cross marks 
and check marks through them. There is another 
column in brackets which says "DIR" which appears to 
be directory, then a date next to that and a time. 

This appears to be a file list from 
documents contained in a hard or soft drive. Do you 
know if you received any computer disks or electronic 
data from the White House on the 23rd? 

A You mean from Treasury? 

Q From Treasury. Excuse me. 

A I don’t believe we did. I didn’t see any. 

Q The names that appear on this document, do 
you recognize any of them? 

A Yes. 

Q Are you aware of what the list of names 
refers to? 

A I am not. 

Q Are the names listed there, are any of 
those names of people for whom you received 
transcripts? 

A Yes. I guess — at least most of the names 
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are the names of witnesses whose transcripts I 
reviewed in the White House, RTC or Treasury. A 
couple of names I’m not positive about. Most of them 
I recognize. 

Q Are these the same names of people whose 
transcript summaries you received as well? 

A I know 1 received the summary of the 
Katsanos transcript. I don’t know what other 
transcripts I received summaries of. I never looked 
at the other summaries. 

Q Did you state earlier that you also 
received at least a summary from Ms. Hanson? 

A No. We received a transcript, Ms. Hanson’s 
transcript. 1 didn’t know where we had gotten that. 

1 think we got a copy in the set on the 23rd, but we 
had gotten one earlier as well. 

0 1 would like to show you a series of 

documents which appear to be in a set which bear the 
Bates stamps 003939 through 003997. You and your 
counsel can take a moment to review those and let me 
know when you have had a chance to properly look at 
them. 
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(Witness examined the document.) 

A Okay. 

Q Just generally, have you ever seen the set 
of documents before? 

A Well, the documents appear to be summaries 
of transcripts. 1 don’t specifically recognize them 
except that the Katsanos one looks more or less 
familiar. They may be the summaries 1 received from 
David Dougherty, I just never looked at them as a 
whole in very much detail. 

Q With regard to the stack of documents, is 
that about the relative size of the documents you 
received from Mr. Dougherty on that day? 

A This looks about right. 

Q Do these documents resemble in form and 
structure the summaries that you received from 
Mr. Dougherty? 

A Yes. 

MR. O’CALLAGHAN: And also for the record, 

I would like to note that the Bates stamps on these 
documents bear an S. These were produced by the 
White House. 
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MR. WITTEN: 1 wanted to clear that up too, 
because there was a question about that during the 
Sherburne deposition, about whether the White House 
had produced them. 

MR. O’CALLAGHAN: Yes. 

MR. WITTEN: We are agreeing with each 
other that the White House produced them. 

MR. O’CALLAGHAN: In addition, the index I 
referred to earlier also bore an S Bates stamp. I 
think I identified that. I want to make sure that is 
clear. 

BY MR. O’CALLAGHAN: 

Q You are relatively confident that these are 
the type of summaries that you received from 
Mr. Dougherty at Treasury? 

A I don’t have any reason to think they are 
not. 

Q Are you aware whether there is any 
confidential information, confidential RTC 
information with regard to the criminal referrals 
contained in any of these summaries? 

A I didn’t read any of the summaries except 
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the Katsanos one. As I recall, there was not in that 
one, but I would have to reread it to be sure. 

Q Did Mr. Dougherty ever relate to you that 
any of the transcript summaries had been prepared by 
the Office of General Counsel? 

A At which organization? 

Q I’m sorry. At the Department of Treasury. 

A My best recollection is that he told me the 
RTC prepared them. 

Q And is your recollection buttressed by the 
fact that you recall him going to talk to people at 
the RTC to see if there was any restrictions on the 
summaries? 

A No. It is just my recollection of the 
conversation. 

Q But you also recall that he said that he 
spoke to people at the RTC to get their approval? 

A He told me, the best I can recall, that he 
had called RTC to check whether the restriction on 
the transcript, Katsanos transcript had been lifted, 
and they said it had not. He then told me about the 
summaries, that RTC had prepared them and the 
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restrictions did not apply to them. That’s my 
recollection of the conversation. 

Q I believe you also stated earlier that he 
said there was no restriction on the summaries. Did 
he state how he determined that there was no 
restriction on the summaries specifically? 

A I don’t remember. 

Q Had he been in possession of the summaries 
so far as you know, at the time you called him on the 
27th? 

A That was my general impression. 

Q If I have already asked this, Counsel, 
please let me know. I want to make sure it is clear 
for the record whether Mr. Dougherty ever represented 
to you that he had conferred with people at the RTC, 
specifically with the RTC Inspector General’s office, 
about whether there was any confidential information 
contained in the transcript summaries. 

A I don’t remember him telling me whether he 
had talked — why don’t you ask that one again. 

Q Whether or not he had told you that he had 
spoken with people at the RTC IG’s office and asked 
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them whether there was any confidential RTC 
information contained in the summaries. 

A I don’t remember whether he told me that he 
spoke that day to anyone at the RTC about the 
summaries. He knew about the summaries and told me 
about them. It is my recollection he said the RTC 
prepared them and the restrictions do not apply to 
them. 

Q Did he say that they had opined that there 
wasn’t any confidential information in there, in the 
summaries? 

A I don’t remember him saying anything about 
what the RTC had said. He told me that they did not 
contain the confidential information. 

Q That’s why the restriction didn’t apply to 
them; is that correct? 

A Yes. 

Q So, is it your understanding that he didn’t 
confer with anybody at the RTC before he delivered 
the summaries to you? 

MR. WITTEN: That’s not what she said. 

BY MR. O’CALLAGHAN: 
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Q Do you know if he conferred with anybody at 
the RTC IG before he delivered the transcripts to you 
or handed them to you? 

A The summaries you mean? 

Q Yes, summaries. 

A I know — my best recollection is that he 
conferred with RTC about whether the restrictions had 
been lifted. Whether during that conversation he 
also conferred about the summaries I don’t know. 

Q So, he didn’t tell you specifically whether 
he had asked with regard to these documents, the 
summaries, whether he had discussed their release 
with the RTC to you? 

A I don’t recall him saying that. 1 do 
recall him saying that it was okay with the RTC that 
they be released. 

Q Ms. Conaway, during the course of this 
inquiry, we have heard testimony of a member of 
Treasury Office of General Counsel that the 
deposition summaries that are of the same form and 
type and many identical in content were produced by 
the Office of General Counsel at the Department of 
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Treasury. With me saying that, does that change or 
refresh your recollection as to your understanding 
where these documents were created? 

MR. WITTEN: Before you answer that 
question, and you may because I don’t object to it, 
you may want to know that counsel, because he thinks 
it is correct and not improper, has attempted to 
refresh this witness’s recollection by referring to 
that witness’s testimony on that subject. That’s one 
of the reasons we feel that this whole hearing is a 
sham. 

But you may answer the question. 

THE WITNESS: All 1 can testify to is what 
I remember. It has been over a year ago. It was a 
very busy period of time. My recollection is he said 
he told me they were created by the RTC or at least I 
came away with the understanding the RTC had created 
them. When I say "them” my focus is always 
exclusively on the Katsanos transcript. At least I 
understood that RTC had created that one. 

(Pause.) 

BY MR, O’CALLAGHAN: 
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Q I would like to show you a document bearing 
Bates stamps S 007108 through S 007112. 

It is -- the front page bears a fax cover 
sheet. It is from the White House counsel’s office. 

It is dated 7/27/94. It is to Bill Taylor from 
Sharon Conaway. Pages covered is four. There is a 
note which reads "RTC will not release transcripts 
before tomorrow, but I am able to send this IG 
summary for you and Pat to see, but not public. " 

Following the cover page appears to be 
"deposition summary, Steve Katsanos" and there is a 
handwritten note which appears at the end which I 
will ask you to identify. Here is the document. 

(Witness examined the document.) 

A Yes. 

Q Actually, l will direct the questions to 
the pages 7108 through 7111. 

A Okay. 

Q That appears to be a single document. Have 
you seen this document before? 

A Yes. 

Q When did you first see it? 
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A Pages 7109 to 111 is the summary of the 
Katsanos transcript that I received from David 
Dougherty, including some handwritten notes of mine. 

I prepared the cover page. This was all on July 
27th. 

Q Is this the deposition summary which you 
referred to earlier that you received? 

A From David Dougherty? 

Q Correct. 

A Yes. 

Q At any time after you sent this, did you 
develop any concerns about the fact that you had sent 
it to Mr. Taylor? 

A Yes. After I sent the fax, I told Jane 
Sherburne that I had sent it -- where I had gotten it 
and that I had sent it. She was familiar with the 
fact these summaries existed and made a comment, 
something that we had not planned to get the 
summaries. I have a somewhat vague recollection of 
calling Mr. Taylor’s office and asking them not to 
use the summary after all, basically out of an 
abundance of caution. 
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Q When did that call occur? 

A I believe it was the evening of the 27th. 

Q Was there any specific reason why you asked 
him not to use the summary? 

A Simply because Jane had said we hadn’t 
intended to get them and we were very sensitive to 
appearances and thought that might be best. 

Q Was there any specific significance to the 
fact that you hadn’t intended to get them and why you 
were hesitant to share them? 

A I didn’t know why she had not intended to 
get them. She didn’t share that with me. 

Q I’m trying to understand — you cited as 
one of the reasons for not wanting to share them was 
the fact that you hadn’t intended to get them. I am 
trying to understand how the intent not to get them 
affected the decision not to — to ask them not to 
share them. 

A Well, someone above my level, Jane or 
someone, had decided they didn’t want them. I had 
gotten them, and I guess I wanted to correct that to 
the extent I could. It wasn’t based on a concern of 
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the substance of it. It was just the form. 

Q Did they say why they didn’t want to use 
them? 

A No. 

MS. BERNSTEIN: Not use what? 

THE WITNESS: The summaries. 

BY MR. O’CALLAGHAN: 

Q Was there any specific reason why there was 
a concern about appearances? 

MR. WITTEN: Are you asking whether Jane 
expressed such a reason to Sharon or whether Sharon 
had heard such a reason from Jane’s remarks or 
whether Sharon had concerns about appearances for 
reasons that may or may not have related to the 
specific conversation she was having with Jane? 

MR. O’CALLAGHAN: I was just asking about 
the basis of your comment earlier about there were 
concerns about appearances that were articulated and 
what the basis of that was. 

MR. WITTEN: Thanks. 

THE WITNESS: I had an understanding that I 
and I think all of us were trying very hard to 
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conduct the investigation in a correct way. There 
was a restriction on the transcripts themselves and 
while sending the summary had been expressly 
authorized by Treasury, I had a concern that it might 
create a negative appearance. 

BY MR. O’CALLAGHAN: 

Q To whom? 

A Anyone who might be in a position to 
criticize the conduct of the investigation. 

Q At that date, had there been any criticism 
of the investigation? 

A Not that I specifically recall. 

Q When you say the use of the summaries was 
expressly authorized by Treasury, what authorization 
are you referring to? 

A To Mr. Dougherty’s telling me that use of 
the transcripts was authorized — of the summaries, I 
mean, not of the transcripts. 

Q I would like to direct your attention to 
007112, which is a handwritten note. Do you 
recognize the handwriting on that? 

A It is my handwriting. 
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Q When did you write this note? 

A I can’t be positive of that. I believe it 
was sometime after July 27th. 

Q Was it within a week, a month, six weeks? 

A My best recollection is that it was shortly 
before or in connection with the preparation of a 
response to an inquiry we had gotten from a 
Congressman or Senator about the use of the 
transcripts. 1 think it was early August. 

Q Had someone posed questions to you about 
the issue of whether the White House could provide 
transcripts to witnesses? 

A I have — again, all of this is a long time 
ago. A lot was happening at once. I have a general 
recollection that Jane asked me at one point whether 
I had given or shown a transcript, a Treasury IG 
transcript to any witness, and 1 said no. I remember 
that I orally reminded her about sending the 
summary. I think 1 also wrote this note at some 
point in the same general time period. 

Q When you said you orally reminded her about 
the summary, had you told her about that before? 
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A 1 told her about the summary the night of 
the 27th. 

Q What is your recollection of that 
conversation? 

MR. WITTEN: She has already testified to 

that. 

MR. O’CALLAGHAN: I don’t think she has. 

THE WITNESS: Yes, we talked about that 

before. 

MR. WITTEN: You can do it again. 

THE WITNESS: My general recollection is 1 
told her about the summaries -- 1 told her about 
getting the summaries and sending the Katsanos 
summary, and she said that she knew about the 
summaries and hadn’t wanted to get them. 

I also know, having had my recollection 
refreshed, that I wrote a memo on the same subject to 
her that is dated July 27th. 

BY MR. O’CALLAGHAN: 

Q Did you deliver the memo you wrote on the 
27th to her? 

A I don’t specifically remember writing it. 
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1 don’t know how 1 gave it to her, whether I left it 
for her in her office or handed it to her. More 
likely I would have left it for her. 

Q I would like to have you refer specifically 
to 007112. 

A Yes. 

Q I will read it briefly into the record. 

"Jane, RE: Issue of whether we gave IG transcripts 
to witnesses, please recall that I faxed a three-page 
summary" — it looks like there is underlining under 
there — "of the Katsanos transcript to Caputo’s 
lawyer. 1 do not believe the lawyer showed it to 
Caputo, but do not know for sure. We should 
discuss?" And it is signed "S." 

First of all — who is Caputo? 

A Lisa Caputo. 

Q Who is she? 

A She was an employee, I think she still is, 
of the White House. 

Q She was one of the witnesses during the IG 
depositions? 

A 1 don’t believe that the IG deposed her. 
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She testified on the panel of White House witnesses 
before the House. 1 don’t believe she testified 
before the Senate. 

Q What was her position at the time? 

A 1 believe she was Hillary Clinton’s press 
secretary, but I’m not positive of that. 

Q The next part reads "do not believe the 
lawyer showed it to Caputo but do not know for 
sure." What was your basis for believing that the — 
for thinking that the lawyer might not have shown the 
summary to Caputo? 

A As 1 testified earlier, I called Lisa 
Caputo’s lawyer, 1 believe it was the evening of the 
27th, after I had sent the fax and after 1 had the 
conversation with Jane. 

0 That’s Bill Taylor; right? 

A I don’t believe I ever spoke to Bill 
Taylor. I think I spoke to an associate of his, a 
female. I told her that we preferred they didn’t use 
the summary with Ms. Caputo. I remember her telling 
me that they hadn’t and that they didn't intend to. 

MR. WITTEN: "Hadn’t" is what you said? 
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1 THE WITNESS: Hadn’t and did not intend 

2 to. 

3 BY MR. O’CALLAGHAN: 

4 Q Did she give you a reason why they hadn’t 

5 used it? 

6 A No. 

7 Q You said "but do not know for sure." Why 

8 did you say that or write that? 

9 A I didn’t have any way of knowing what the 

10 lawyers actually had done with it. 

1 1 Q Then the next line says "we should 

12 discuss?" 

13 Did you have a discussion after you gave 

14 her this note? 

15 A I don’t recall. 

16 MR. WITTEN: I don’t think she testified 

17 that she actually gave the note to her. 

18 BY MR. O’CALLAGHAN: 

19 Q Did you give this note to Ms. Sherburne? 

20 A My recollection is I left this note on her 

21 chair. That would have been my normal practice. 

22 Q After you wrote the note and put it on her 
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chair, did you have any discussions of this subject? 

A I don’t recall. I do recall that I had a 
discussion with her about sending the summary 
sometime in that early August time period. I don’t 
remember whether that discussion came before or after 
I wrote this memo. 

Q I would like to show you a document Bates 
stamped 007913. It is a one-page document that reads 
"privileged and confidential attorney work product. 
Draft July 27, 1994." It is a three-paragraph note 
addressed to Jane. 

(Witness examined the document.) 

Let me know when you have had a chance to 
review it. 

A Okay. 

Q Have you seen this document before? 

A Yes. 

Q What is this document? 

A I think it must be a memorandum that I 
prepared. I don’t really remember preparing it, but 
it looks like mine. 

Q It is dated July 27th; is that right? 
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A Yes. 

Q Is it possible this was the memo you 
prepared for Ms. Sherburne on the 27th with regard to 
giving Ms. Caputo’s attorney copies of the Katsanos 
transcript? 

A Katsanos summary. 

Q Yes, excuse me. 

A This was the document I was referring to, 

yes. 

Q I would like to direct your attention to 
the second paragraph. Could you read that into the 
record, please. 

A It starts with a ”2" in parentheses. 

’’David Dougherty at Treasury told me the RTC has not 
yet agreed to release its transcripts, but may do so 
tomorrow. He said they seemed very touchy about the 
transcripts and expressed to him some dismay that 
Treasury had given them to the White House. RTC’s 
concern is that it does not want nonpublic 
information released that could impair its 
investigations. He stressed that it is important 
that nothing in the transcripts be made public, at 
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least with attribution, until they are released. I 
told him we understood that." 

Q The sentence that said nothing in the 
transcripts should be made public, at least with 
attribution, what was your understanding of his 
sentiments to that effect? 

A I don’t remember. 

Q Do you recall if Ms. Sherburne had a 
reaction to the memo you prepared on July 27th? 

A I don’t remember. 

Q Do you remember if she had any kind of 
reply or reaction to it at all? 

A No. 

Q Did you discuss the transmittal of the 
Katsanos summary with anyone other than 
Ms. Sherburne? 

MR. WITTEN: Time frame? 

BY MR. O’CALLAGHAN: 

Q Through August 5th, 1994. 

A 1 don’t recall that 1 did. 

Q Did you send copies of transcript summaries 
to anyone else? 
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A No. 

Q Were they distributed to anyone else in the 
White House? 

A No. 

Q Did you maintain the transcript summaries 
after you received them for a period of time? 

A I kept them either in my office or in the 
locked cabinet in Jane’s office. Both our offices 
also had locks. 

Q Did you ever return them to the Department 
of Treasury at any time? 

A No. 

Q Did anyone at Treasury ever express any 
concern to you about the fact that they had 
transmitted the summaries to the White House? 

A No. 

Q Do you know whether anyone at the RTC IG’s 
office was informed that you had received these 
summaries? 

A I don’t know. 

Q I would like to show you a document bearing 
Bates stamp S 010712. Please take a look at that 

(Witness examined the document.) 

A Okay. 

Q For the record, the document I just 
described is a one-page document, it appears to be a 
fax cover sheet that says "the White House" and then 
"counsel’s office" under it. It has a rather large 
picture of the White House on it. On the document it 
is dated 7/18/94, and — 

MR. SACHS: It is almost bigger than A1 
D’Amato’s press statement. 

(Discussion off the record.) 

BY MR. O’CALLAGHAN: 

Q It is dated 7/18/94 and it is I believe 
directed to Ed Dennis from Jane Sherburne. I believe 
the coverage says "4" and then says "deliver ASAP." 

Have you seen this document before? 

A No. 
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Q Do you know if any materials were faxed by 
Ms. Sherburne to Ed Dennis on the 18th of July 1994? 
A I don’t know. 

Q Do you recognize the handwriting on this 
document? 
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A It looks like it might be Jane’s, but I 
can’t tell for sure. 

Q Is it your handwriting? 

A No. 

Q Did the White House counsel’s office before 
July 29th — before July 30th, 1994, did the White 
House counsel’s office ever receive any drafts of the 
Inspector General’s report? 

A I don’t know. 

MR. WITTEN: Does that mean not to your 
knowledge? 

THE WITNESS: Not to my knowledge, that 
too. 

BY MR. O’CALLAGHAN: 

Q The next question is have you ever heard 
that copies of the draft report were delivered to the 
White House? 

A No. 

Q Are you aware whether anyone else at the 
White House caused summaries of transcripts to be 
delivered to anyone? 

A To my knowledge, they did not. 
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Q Do you have knowledge that they were not 
delivered to anyone outside the White House? 

A That what? Summaries? 

Q Correct. 

A I am pretty dam sure they were not. They 
were in my custody, and I didn’t deliver them to 
anyone else. 

MR. O’CALLAGHAN: I have no further 
questions at this time. 

MR. SCHAUER: I just have one or two. 

Do you want to take a break? 

THE WITNESS: Yes. 

(Recess.) 

MR. WITTEN: The witness wanted to amplify 
one answer she had given. Before when you followed 
up on part of her answer, she didn’t get around to 
giving you the other part of it. 

MR. O’CALLAGHAN: Certainly. Please do. 

THE WITNESS: You had asked whether I ever 
transmitted the substance of a transcript to a 
witness, and 1 said no, with the exception of the 
summary, sending the summary. There was another part 
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to that that just didn’t come out. 

As best 1 can recall, again, while I was 
waiting to get the summary from Mr. Dougherty after 
he had told me he would provide it to me and I could 
send it, I have a recollection of calling Lisa 
Caputo’s lawyer, again, 1 think it was the associate 
to Bill Taylor, and telling her that the summary was 
available and 1 would be sending it and that 
Mr. Katsanos had only mentioned one contact with Lisa 
Caputo. As far as l can recall, that’s all I told 
her about the transcript, and 1 expected that 
information to be in the summary. 

BY MR. O’CALLAGHAN: 

Q You didn’t have any substantive discussion 
about the contents of the transcript, though, in that 
conversation, did you? 

A No, except that it only referred to one 
contact between Katsanos and Caputo. 

MR. O’CALLAGHAN: Okay. Thank you, 

Ms. Conaway. 

MR. WITTEN: We just wanted it to be 
complete. 
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MR. O’CALLAGHAN: I appreciate it. Thank 

you. 

EXAMINATION 

BY MR. SCHAUER: 

Q When was the first time you spoke with 
either Mr. Taylor or his associate? I guess you 
can’t recall her name. 

MR. WITTEN: I think it is Leslie Burger. 

THE WITNESS: I think it was on the 27th, 
during the conversations I have related. 

BY MR. SCHAUER: 

Q Did anyone direct you that you should 
provide this summary to Mr. Taylor’s office? 

A You mean anyone in the White House? 

Q Anyone. 

A No. Jane had directed me to provide the 
transcript itself if the restriction had been lifted, 
but no one specifically directed me to provide the 
summary. 

Q And in the course of the conversation, 

Mr. Taylor’s associate, Leslie Burger — 

A I don’t remember that name either. It was 
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a woman in Mr. Taylor’s office. 

MR. WITTEN: We will stipulate to call her 
Leslie Burger, whether or not that was her name. 

BY MR. SCHAUER: 

Q She simply requested that you provide the 
transcript or whatever information you could 
provide? 

A She did not request I provide it. I called 
her to let her know I would be sending it, my 
recollection is. 

Q I think you testified at that point that 
you had a copy of the transcript because you looked 
at the transcript when you got the summary? 

A Yes. I received the transcript among the 
documents that Treasury provided on July 23rd. 

Q Just to be clear on what your thoughts were 
at that time, you decided not to send the transcript 
because your understanding was that Treasury still 
had an injunction about sending those to witnesses or 
counsel for witnesses? 

A My understanding was that RTC and/or 
Treasury still wanted the restriction to apply, 
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right, so I didn’t send it. 

Q And your understanding was formed based on 
your conversation with Mr. Dougherty? 

A Yes. 

Q Did you have conversations with anyone else 
in the Treasury OG’s office about this restriction at 
that point? 

A No. 

MR. WITTEN: You may have misspoken. I 
think you said the Treasury OG’s office. Did you 
mean general counsel? 

BY MR. SCHAUER: 

Q General counsel. 

A No, I did not. 

Q Did you have occasion to speak to 
Mr. Dougherty after you had faxed the Katsanos 
summary to Mr. Taylor’s office? 

A I don’t remember ever speaking to him 
again, but I’m not sure. 

Q When you spoke to Mr. Dougherty, in the 
course of that conversation did you get the sense 
that Mr. Dougherty considered this to be a 
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significant event, his providing these summaries to 
you? 

A I recall my memo of July 27th reflects that 
he was surprised we didn’t already have them. So, 
no, it did not seem like a big deal in his mind to be 
giving them to me. 

Q So, it wouldn’t surprise you if he forgot 
about that conversation if asked about it? 

A It wouldn’t surprise me one way or the 
other. I didn’t know him that well. 

MR. SCHAUER: That’s really all I have. 

EXAMINATION 
BY MR. O’CALLAGHAN: 

Q I have a couple of follow-ups. 

Were the transcripts that the White House 
received from the Treasury on the 23rd ever released 
to the witnesses or counsel for the witnesses? 

A Not to my knowledge. 

Q Was there a meeting with counsel for the 
witnesses on Sunday, July 24th, counsel for the White 
House witnesses? 

A Yes. 
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Q Were the transcripts provided during that 
meeting to counsel to the White House witnesses? 

A I don’t know what happened at that 
meeting. 

Q Did you attend it? 

A I believe I was there for about the first 
five minutes, but 1 did not attend the balance of the 
meeting. 

Q Did you help prepare for it? 

A No. 

Q Do you know what materials were used in 
connection with that meeting? 

A No. 

Q Do you know if transcripts were used in 
that meeting? 

A I don’t know. 

Q Do you know if summaries of transcripts 
were used in that meeting? 

A I wasn’t at the meeting, but obviously 1 
would have a — I didn’t have the summaries at that 
time. I didn’t get them until the 27th. 

Q Just so we are clear, you are absolutely 
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certain you didn’t receive summaries on the 23rd 
either? 

A I’m sure of that. 

Q Positive? 

A Yes. 

Q You earlier said that you asked to see if 
the restriction had been lifted on the 27th with 
regard to the transcripts when you talked to 
Mr. Dougherty; is that right? 

A Yes. 

Q Was the restriction ever lifted? 

A I believe it was. 

Q And when was it lifted? 

A I don’t know the specifics of that. 1 do 
know that the transcripts were provided as 
attachments to OGE’s report the following weekend in 
redacted form. 

Q In redacted form? 

A Yes. I don’t know what other events might 
have occurred that would constitute lifting of the 
restriction. 

Q Are you aware of any formal lifting of the 
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restriction that occurred? 

A I think the answer I just gave is the best 
I can do. 

Q You can say yes or no. 

A I’m not sure what you mean by "formal.” 

Q Did the White House receive formal 
notification, either written or oral, that the 
Treasury had lifted the restriction on the 
transcripts? 

A No. 

Q I promise you I just have a couple more. 

MR. SACHS: I was about to withdraw my 
compliment. 

(Discussion off the record.) 

BY MR. O’CALLAGHAN: 

Q How many different conversations did you 
have with Mr. Dougherty? 

MR. WITTEN: On July 27th? 

BY MR. O’CALLAGHAN: 

Q First of all, why don’t we just talk about 
conversations with regard to the summaries and 
transcripts in or around July 27th. 
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A The only time 1 recall discussing summaries 
or transcripts with Mr. Dougherty was on July 27th. 

My memory of the sequence of events is somewhat 
hazy. I know I had at least one telephone 
conversation with him, and I know that I met him in 
person to pick up the transcripts. I think I might 
have had a series of conversations with him in the 
course of determining whether the restrictions were 
lifted and when the summaries were ready for pickup 
and so forth, but 1 don’t remember exactly how many 
there were. 

Q Do you think there was more than one 
conversation? 

A Telephone conversation? 

Q Correct. 

A I think so. 

Q Did you have a separate conversation about 
setting up pickup of the summaries? 

A 1 must have found out they were ready so I 
could go over and pick them up. On that, I think 
that we had a conversation where he called and said 
they were ready. 
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Q How much time transpired between the time 
he said he could have the transcripts for you and he 
told you you could pick them up? 

MS. BERNSTEIN: Summaries. 

THE WITNESS: Summaries, yes. I don’t 
specifically recall. It wasn’t more than a couple of 
hours. 

BY MR. O’CALLAGHAN: 

Q But it wasn’t like five or 10 minutes? 

A I don’t think so, but I don’t specifically 
recall. 

Q Did he physically hand over the summaries 
to you? Was he the person who gave them to you? 

A Yes. 

Q You have a specific recollection of that? 

A Yes. 

MR. O’CALLAGHAN: I have no further 
questions. 

Before we go off the record, would counsel 
like to clarify anything or ask any clarifying 
questions? 

MR. WITTEN: No. 
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77 

MR. SACHS: No. 

(Whereupon, at 8:08 p.m., the deposition 
was concluded.) 


SHARON E. CONAWAY 
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I , BRENDA M. SMONSKEY, the officer before whom the 
foregoing deposition was taken, do hereby certify that the 
witness whose testimony appears in the foregoing deposition 
was duly sworn; that the testimony of said witness was 
taken in shorthand and thereafter reduced to typewriting by 
me or under my direction; that said deposition is a true 
record of the testimony given by said witness; that I am 
neither counsel for, related to, nor employed by any of the 
parties to the action in which this deposition was taken; 
and, further, that I am not a relative or employee of any 
attorney or counsel employed by the parties hereto, nor 
financially or otherwise interested in the outcome of this 
action. 
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District of Columbia 
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Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC . 

Telephone deposition of W. DENNIS AIKEN, called for 
examination pursuant to notice of deposition, at 1:10 p.m. in Room 
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SMONSKEY, a Notary Public within and for the District of Colum- 
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VIET D. DINH, Esq. 
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ANDREW M. SCHAUER, Esq. 

Minority Assistant Special Counsel 
U.S. Senate 

Committee on Banking, Housing, and Urban Affairs 
534 Dirksen Building 
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PROCEEDINGS 


3 


Whereupon, 

W. DENNIS AIKEN 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. DINH: 

Q Mr. Aiken, my name is Viet Dinh. I am with 
the Majority staff of the Senate Whitewater 
Committee. This deposition is conducted pursuant to 
Senate Resolution 120. The resolution establishes a 
Special Committee administered by the Banking 
Committee of the Senate to conduct an investigation 
involving Whitewater Development Corporation, Madison 
Guaranty Savings & Loan Association and related 
matters. 

Section 1(b)(2)(c) of Senate Resolution 120 
authorizes investigation and public hearings into 
whether the Department of Justice has improperly 
handled RTC criminal referrals relating to Madison 
Guaranty Savings & Loan Association or Whitewater 

Development Corporation, and this will be the focus 

4 


of today’s short deposition. 

I will ask a series of questions and ask 
you to testify to those under oath. If you don’t 
understand a question, please let me know. I will 
rephrase it. If you need a break, let me know. 

The stenographer who is here will prepare a 
record of questions and answers. The transcript will 
be treated as committee confidential until the 
commencement of the hearings. 

Prior to the hearings you will receive a 
letter from the committee telling you you may come to 
the Senate to review a transcript of your deposition 
and make note of any corrections to transcription on 
an errata sheet. 

You may be represented by counsel, and as I 
see it, Ms. Simonton from the General Counsel’s 
Office of the FBI is here. Objections to the form of 
the question will be noted for the record and counsel 
may object on grounds of privilege and relevance. 

And 1 should note for the record that 
Mr. Aiken is participating in this deposition via 
telephone, on his way to Newport, he advises us. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7420 


5 

State your name for the record, please. 

A W. Dennis Aiken, A-i-k-e-n. 


Q What is your present position? 

A I am a special agent for the FBI in 
Providence, Rhode Island. 

Q What was your position in 1992? 

A I was — well, from April ’92 through the 
end of ’92, I was the unit chief of the public 
corruption unit at FBI headquarters. 

Q Based here in Washington, D.C.? 

A That’s correct. 

Q In your position as unit chief of the 
public corruption unit, did you come to be aware of 
any inquiry or information regarding any allegation 
about William Clinton or Hillary Rodham Clinton? 

A What was the first name? William 
something? 

Q Bill Clinton or Hillary Rodham Clinton. 

A You will have to ask that question again. 

That is a fairly general question. 

6 

Q I’m sorry. In September of 1992, did you 
have any knowledge of any information or allegations 
against Hillary Clinton or Bill Clinton? 

A Any allegations? 

MS. SIMONTON: Can we focus this a little 
more narrowly. I think as you have heard before, 
there are frequently numerous allegations and rumors 
floating around about various things. If we could 
perhaps focus it to whether he received any inquiries 
from DOJ, it might be a little bit easier and then I 
won’t have to go on to a private phone to discuss 
what if any rumors, allegations or innuendos may have 
been floating around in general. 

MR. DINH: That would be fine. 

BY MR. DINH: 

Q Did you receive any inquiry from the main 
Department of Justice regarding Bill Clinton or 
Hillary Rodham Clinton? 

A Not that I recall. I basically don’t 
remember. 

Q You don’t remember any such inquiry? 

A 1 don’t remember it. I mean, I’m not 
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saying it didn’t happen and I’m not saying that it 
did. I am just saying that I don’t remember in that 
time frame. 

Q Outside of this time frame, outside of 
September 1992, did you receive any inquiry from the 
main Department of Justice with respect to Bill 
Clinton or Hillary Rodham Clinton? 

A That’s a very broad question, and I tell 
you what the situation is. I had a regular liaison 
relationship with the public integrity section of the 
Department of Justice. It was not unusual for me to 
get a call to see if we had heard something, if we 
had anything on something or whatever. So to sit 
here and tell you that I didn’t, I couldn’t tell you 
that. You would have to ask me a specific question. 

Q How about in August of 1992, did you 
receive any such inquiry? 

A I don’t recall. 

Q In September of 1992? 

A I wouldn’t recall. 

Q And how about in October of 1992? 

A I wouldn’t recall that. 

8 

Q Any such inquiry from August of 1992 to 
prior to November 3, 1992, which is the election? 

A We were getting a lot of calls in the 
election about a lot of things, okay, and we had a 
lot of things going on. But to sit here and for me 
to try to tell you that I recall a phone call from 
the Department of Justice really in any specific time 
frame, the answer would be the same. I can’t recall 
that. 

Q Do you recall making any calls, you 
yourself making any inquiry to the Little Rock FBI 
office relating to Bill or Hillary Clinton? 

A I recall having a conversation with Steve 
Irons in Little Rock. I can’t tell you when that 
call was, nor can I recall in specific detail what 
the conversation was about. But it is possible it 
could have been about allegations on the Clintons or 
me asking him if 1 had anything or it could have been 
as a result of whatever. I just ~ I recall having a 
conversation, but I just don’t remember specifically 
what it was about. 

Q Do you know if that conversation was in 
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1992? 

A That conversation occurred, to the best of 
my recollection, it would have been between the 
election and the swearing in of office. That’s to 
the best of my recollection. 

Q Was this the only conversation you had with 
Mr. Irons in 1992? 

A I wouldn’t say that. 

Q How about in the latter half of 1992? 

A I have no idea. I mean -- can you hold on 
one second? 

Q Sure. 

(Discussion off the record.) 

BY MR. DINH: 

Q You mentioned while we were off the record 
that your partner was in the car. Can you identify 
your partner for us? 

A It is Nicholas Murphy. 

Q He is a special agent with the FBI also? 

A Right. 

Q You said your conversation with Mr. Irons 
was between the election and the swearing in. 

10 

A To the best of my recollection, I remember 
a conversation with Irons during which — the only 
conversation I can remember with Irons, I can 
remember bits and pieces of it. I can remember one 
thing about it was concern that the nature of his 
work in Little Rock would change because of President 
Clinton’s election, because Little Rock was no longer 
going to be Little Rock as it used to be. Based on 
my experience, the way allegations come in, I think 
that is obvious to everybody. So I had a 
conversation with Irons, I know, during that time 
period about that. 

Q And this is the same conversation you 
testified to earlier that occurred between the 
election and the swearing in? 

A I would think so. I can remember having 
only one conversation with Steve Irons and myself. 

Due to the nature of my job, I can’t sit here and 
swear to that. I can remember that conversation. 1 
am not saying I didn’t have other conversations. I 
am just saying that I don’t remember any others. 

Q You don’t specifically recall a 
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conversation in September of 1992 then? 

A You are asking me to pin down dates of 
conversations from 2-1/2 to three years ago, now 
three years ago. I’m just not able to do that for 
you. I have asked Mike Famham, who is the current 
unit chief in there, to check and see if there are 
any records that could help me recall, and there are 
none, according to him. I don’t recall writing any 
records. I normally, from just a general 
conversation, would not have. 

But as a result of the conversation I just 
told you about with Mr. Irons in which we were 
talking about how Little Rock was going to change, I 
know that was around that time because I sent a 
supervisor to Little Rock shortly thereafter, and 
that would have been in January. 

Q I know you have testified with respect to 
having no recollection, but I just wanted to be 
thorough and to cover it. 

A Right. I understand that. 

Q So, do you recall any conversation with 

Steve Irons with respect to any information you may 

12 

have received relating to corruption about the 
Clintons? 

A No. 

Q Do you recall what your telephone extension 
was in September of 1992? 

A 5690. 

Q And this would be - 

A That was my direct line. 

Q That was your direct line? 

A Yes, would be 202-324-5690. The unit’s 
line, there would be a general line, which would be 
202-324-5701. 

Q Did you have a secretary there at the time? 

A Yes. 

Q Do you recall what her extension was? 

A She would have had my same extension. She 
would have had both of those. It would be 5701, 

5702, 5703. Those rolled into each other. My direct 
line would have been 5690. I could make calls out on 
either line, and I called out on either line all the 
time. 

Q And she does not have a separate line where 
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she could place calls for you? 

A No. 

MR. DINH: I have nothing further. 

EXAMINATION 

BY MR. SCHAUER: 

Q Mr. Aiken, this is Andy Schauer. I’m with 
the Minority staff. I just have a few follow-up 
questions. 

A I can barely hear you. 

Q I just have a few follow-up questions for 

you. 

A Okay. 

Q Actually, I’ll maybe just probe this a 
little deeper and see if we can’t come up with any 
recollections of a conversation that Mr. Irons 
recalls that he pinpoints around September, and I 
just want to tell you that because we are struggling 
with the timing here. 

A Okay. 

Q Do you know who Mr. Raphaelson is, Ira 
Raphaelson? 

A Yes. 

14 

Q Who is Mr. Raphaelson? 

A He used to be with the department, didn’t 
he? 

Q Yes, he did. 

A You know, you are going to have to forgive 
me here. 

Hello? 

Q Yes. 

A I couldn’t -- their titles over there, I 
know he was a high ranking member of the department, 
but their actual titles, I had a hard enough time 
when I was there straightening out what their titles 
were. 

Q During this time period, he was head of the 
financial fraud section — 

A Okay. 

Q -- although Mr. Raphaelson did have 
experience in public corruption at the department. 

A Okay. I have never had a conversation with 
Mr. Raphaelson. 

Q Okay. That answers that question. 

Did there come a point when you became 
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aware of an RTC criminal referral relating to the 
Clintons? 

A Well, I became aware of that case, okay, 
and I became aware of that case in 1992, around that 
same time period. 

Q When you say around that same time 
period — 

A Around the September — around the 
election. 

Q But prior to the election or after the 
election, if you recall? 

A I would say that it would have been after 
the election, because in my position, my only 
interest — well, I’m not going to say that. It 
would have been around the election. It would have 
been around the election. That’s my best answer. 

Q To follow up on what you were about to 
allude to and something that 1 want to clarify, your 
role in the public integrity ~ 

A Public corruption unit. What we did, we 
provided oversight for all the corruption 
investigations that the FBI was handling. That’s a 

16 

very broad statement. There is a lot more detail 
than that. 

Q Right. The question I want to focus in on 
this is whether or not you would have had reason to 
be involved in cases or allegations concerning a 
candidate for a federal office rather than someone 
who was — 

A The answer to that is yes. 1 would have 
had reason to know. If somebody were to make an 
inquiry, say if one of my superiors were to make an 
inquiry about that person, like have you got anything 
on this guy or do we have any pending investigations 
or whatever, they would call me. 

Now, that’s not to say that 1 would have 
that investigation. But because I was the center 
point of where those questions would come and because 
of a lot of other technical issues, I would normally 
know of those investigations. But they may not be in 
my unit, which was the case with the matter that you 
guys are concerned about. That was not an 
investigation under my supervision. 

Q Do you recall how you became aware of the 
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criminal referral? 

A Well — you use the term "criminal 
referral." I never became aware of how that case was 
opened. 

Q Okay. 

A People would tell me things, but I didn’t 
get into the details. I was aware that there was a 
case. I was never aware that either of the Clintons 
were the targets of that case. I want to make clear 
that I was not aware of that. I just was aware that 
there was a bank fraud, what my term would be a 
financial institution fraud investigation going on 
concerning this Whitewater thing, and I never knew 
the actual details of it. 

Q And this may be too broad of a question for 
you to answer, but who would have made inquiries of 
you as to whether a case was opened in an FBI office? 

A Well, there could have been a lot of people 
making inquiry, but there would be very few people I 
would talk to. 

Q Okay. 

A If the public integrity section called me 

18 

or, say, Jack Keeney, which would happen 
occasionally, or somebody that I knew to be a ranking 
member of the department, I would say Keeney and 
above, or somebody from the public integrity section 
that 1 knew, if they called, I would usually get them 
an answer. 

The ranking people, say, Keeney and above, 
would usually call at a level higher than mine in the 
FBI, say, Fred Verinder, the deputy assistant 
director or above or Larry Potts and sometimes the 
question would come that way but more often than 
not - I won’t say more often than not, but often I 
would get a question from Verinder or Potts and I 
wouldn’t know what is generating the question. Do 
you see what I mean? They would just say do you have 
a case in Little Rock or do you have a case in Kansas 
or whatever and I would just get the answer for 
them. 

Then if they requested ~ based on a 
question like that, if they wanted me to write a 
document, like sometimes they would say, particularly 
if we had a case, they would say give me the details 
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and write a note. 

Q Okay. 

A If the answer was negative, then 1 can’t 
remember a time when I wrote a note on a negative 
response. 

Q And just to clarify your testimony some, 
who in the FBI would have made inquiries to which you 
would have responded to about the existence of a case 
to you? In other words, was it just Mr. Verinder or 
were there others in the FBI who regularly would have 
inquired about the existence of cases? 

A Well, I’m trying to - generally - and I 
can’t remember any exceptions, let me put it that 
way — anybody in the chain of command above me, 
which would have been the section chief, the deputy 
assistant director, the assistant director, the 
deputy director or the director. I never got a call 
directly from the director. But anybody up that 
chain could have made an inquiry of me that I would 
have responded to. 

Q Is there anyone else from the FBI that you 
would have responded to? 

20 

A If somebody from another unit such as — if 
another unit within the criminal division or even 
outside the criminal division, another division 
within the FBI, if they were initiating something, 
initiating an investigation on somebody or they had 
received a complaint and they had information that I 
had a case, they would sometimes come to me and say 
hey, do you have anything on Joe Blow, you might 
say. 

So there are all types of directions 
inquiries might have come from. But in this 
particular case, there wouldn’t have been any 
inquiries from anybody else but a superior. 

Q Is there anyone else other than the people 
that we spoke about in the Department of Justice 
including those people in the FBI who might have 
contacted you regarding the existence of a case that 
you would have responded to? 

A You’re talking about this particular issue? 

Q Well, let’s start - 

A I mean, anybody in the FBI could have 
inquired of me about the existence of a case, okay. 
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But to try to keep the field pertinent here, about 
this particular issue, the way I understand it, I 
could have talked to Ron Dick about it, because he is 
the unit chief that had the investigation. He was 
the financial institution fraud chief. I did have 
some conversations with him about the case, but it 
was administrative matters after the election to make 
sure the case was going to be. 

This is just oversight issues. 

Q Now, outside of the department, and I mean 
to include the FBI when l say the department ~ 

A 1 never talked to anybody outside the 
department. 

Q Let me ask the question so it is clear on 
the record. 

A Okay. 

Q Did you ever have any conversations with 
anyone outside the Department of Justice regarding 
the existence of a referral or a case regarding 
Madison Guaranty or the Clintons? 

A No, never. 

Q Do you have reason to believe that anyone 

22 

within the department had any conversations with 
anyone outside of the department regarding Madison - 
regarding a case, the case against the Clintons — a 
case — let me withdraw that and try again. 

Are you aware or have any reason to believe 
that anyone within the department had conversations 
with anyone in the White House regarding the 
existence of a case or a criminal referral involving 
Madison Guaranty or the Clintons? 

A No. 

Q Did you receive any press inquiries - 

A No. 

Q — involving this matter? 

A No. 

MR. SCHAUER: 1 think that’s all I have at 
this point. 

MR. DINH: I have nothing further. 

MR. SGRO: We are done. 

(Whereupon, at 1:37 p.m., the deposition 
was concluded.) 


W. DENNIS AIKEN 
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PROCEEDINGS 

Whereupon, 

G. RANDOLPH COLEMAN 
was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name for the 
record. 

A George Randolph Coleman, Jr. 


3 


Q Your present business address. 

A 10 Shackleford Plaza, Little Rock, Arkansas 
72221. 

Q And where are you currently employed? 

A I’m currently employed at American 
Investors Life Insurance Company. 

Q In what capacity? 

A Senior vice president and general counsel. 

Q Mr. Coleman, this deposition is being 

conducted pursuant to Senate Resolution 120. The 

4 

resolution established a Special Committee 
administered by the Banking Committee to conduct an 
investigation involving Whitewater Development 
Corporation, Madison Guaranty Savings & Loan 
Association, Capital Management Services, Inc., the 
Arkansas Development Finance Authority and other 
related matters. 

Section 1(b)(2)(c) of Senate Resolution 120 
authorizes investigation and public hearings into 
whether the Department of Justice has improperly 
handled RTC criminal referrals relating to Madison 
Guaranty Savings & Loan Association or Whitewater 
Development Corporation. This will be the focus of 
today’s deposition. 

This deposition is in advance of a public 
hearing. The hearings are ongoing and will go at 
least through next week during the current session. 

We will be asking you a series of questions. You, of 
course, are testifying under oath. If you don’t 
understand a question, let us know and we will 
rephrase it. The stenographer will prepare a record 
of questions and answers. The deposition will be 
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treated as committee confidential until the 
commencement of the hearings. 

Prior to the hearings, you will receive a 
letter from the Committee telling you that you may 
come to the Senate to review the transcript of your 
deposition and make a note of any corrections for 
transcription on an errata sheet. 

You may be represented by counsel, and I 
note that you are appearing here alone. 

Objections to the form of questions will be 
noted for the record. Counsel may object on the 
grounds of privilege or relevance. The Committee 
chairman may rule on objections where the witness 
refuses to answer a question. 

Do you have any questions? 

A No. 

Q Now, are you aware of a request — off the 
record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q You were asked, Mr. Coleman, by the 
Committee to produce documents relevant to this 

6 

inquiry. Have you searched your records and produced 
all the records that you believe are responsive to 
the Committee’s request? 

A I have researched all the records I have 
had time to research and produced for you on November 
1 and then again yesterday, November 7, records that 
are responsive to the subpoena and the letter. 

Q And just so the record notes, today you’ve 
produced a copy of a letter that you sent to Joseph 
Kolinski, chief clerk, on November 7 and attached to 
it are a number of phone calls, phone call records. 

A Records of my long distance phone calls — 

Q Long distance phone calls. 

A - during the relevant period. 

Q Of June, July, August and September, 1993? 

A Yes. 

Q Now, while you did send it to the clerk, 
neither Majority nor Minority counsel have received a 
copy from the clerk, so we may be asking you 
questions from this. 

A That’s fine. I do not represent to you 
that I have had a chance to get through all of my 
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records. There are some phone message slips that are 
numerous and voluminous. 1 have not had an 
opportunity to get through to see if there are any 
phone message slips that would be responsive to 
communications that I have had. But other than that, 

I can’t think of anything I have not looked at yet. 

Q Did you speak to anyone with respect to the 
substance of your testimony today? 

A No, other than my client, in terms of 
production and documents. 

Q Now, your client is and was, 1 believe, in 
1993 David Hale; correct? 

A David Hale and the liquidation, Small 
Business liquidation action, 1 think 1 entered an 
appearance for Capital Management Services, 

Incorporated. 

Q When did you first start representing 
Mr. Hale? 

A It would have been approximately August 10 
or 11, 1993. 

Q And that was with respect to what matter? 

A It had been known to him that he was the 

8 

subject of a federal investigation and there had been 
some notification to him as an officer of Capital 
Management Services, Inc. that the Small Business 
Administration liquidation section would be filing a 
civil action for the receivership and liquidation of 
that entity. 

Q And that would have been around August 10 
or 11, 1993? 

A Yes, sir. 

Q Now, after that point, after that date on 
August 10 or 1 1, did you — strike that. 

Starting with that date, August 10 or 1 1 at 
the beginning of your representation of Mr. Hale, how 
soon after assuming responsibility for his 
representation did you start having discussions with 
the U.S. Attorney’s office in the Little Rock 
district. 

MR. COLE: Eastern District of Arkansas. 

MR. GICALE: Eastern District of Arkansas, 

I’m sorry. 

THE WITNESS: Eastern District of 
Arkansas. 1 would say probably the next day. 
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BY MR. GICALE: 

Q And who did you discuss Mr. Hale’s matter 
with? 

A Mr. Fletcher Jackson. 

Q And did you indicate to Mr. Jackson or 
attempt to seek from Mr. Jackson some kind of plea 
disposition for your client or the availability — 

A Ultimately 1 had discussions with him in an 
attempt to commence a negotiation to that end, yes. 

Q And when would the first discussion with 
respect to that have been? 

A That would have started ~ probably August 
12, 13 would have been the initial discussion. I’m 
not certain that the subject of a — the content of 
any sort of plea agreement or arrangement was 
discussed at that time. We had a general discussion 
of what the government’s willingness would be to 
enter into that kind of negotiation. I never entered 
into any plea negotiations with Mr. Jackson. 

Q Well, did you discuss the availability of a 
potential plea for your client in return for offering 
some information in August of 1993? 
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10 


A I discussed that, yes, with him. 

Q Did you indicate to Mr. Jackson the type of 
information that your client could provide? 

A At a subsequent meeting, yes. 

Q When would that have been? 

A Oh, that would have been within a matter of 
another two or three days from my initial meeting 
with Mr. Hale and Mr. Jackson. 

Q And what information did you tell 
Mr. Jackson that your client could supply to him? 

A Well, we did not discuss specifics of 
information. We discussed some names and 
transactions that could be explored. 

Q Which names and which transactions? 

A Madison Guaranty Savings & Loan, James 
McDougal, Susan McDougal, Master Marketing, Clinton, 
Jim Guy Tucker, Castle Sewer & Water, South Loop 
Construction Company, Campobello Realty. I can’t 
recall whether at that point in time the list went 
further or not. There may have been another name or 
transaction. I don’t recall right now that I 
mentioned anything else to him at that point in time. 
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Q This is a list of names and -- you said a 
list of names and transactions? 

A Names and transactions. 

Q When you just recited -- 

A Castle Sewer & Water transaction, South 
Loop Construction, Master Marketing, Madison Guaranty 
would have encompassed a number of things. 

Q Did you give him details with respect to 
these transactions? 

A No, l did not. 

Q So the information you gave him was the 
information you just recited? 

A My message to him was if you-all are 
interested in negotiations, here are the areas in 
which I think Mr. Hale could help you, among others. 

Q Was anyone else present when you gave this 
information to Mr. Jackson? 

A At the first meeting, no, there was not. 

Q Now, when you say — 

A There was initially another attorney who 
accompanied me to Mr. Fletcher Jackson’s office on my 

initial visit, Mr. Dale Price, who was the attorney 

12 

that referred Mr. Hale to me. We did not discuss any 
of those things at the first meeting. The first 
meeting just encompassed matters dealing with the 
fact of the timing of David Hale’s impending 
indictment. 

Q Did Jackson tell you that he was going to 
be indicted shortly? 

A Yes. Requests of alternatives that would 
allow matters not to be made public to allow us time 
to negotiate. Mr. Jackson’s declination of those 
overtures. That Mr. Hale would be indicted on 
September 21, I think it was. That that was 
nonnegotiable - that they were preparing initial 
indictments and subsequent indictments and that the 
whole thing was nonnegotiable at that point. There 
was just a mention made of are you willing to 
entertain any plea negotiations. At that point in 
time he stated that he wasn’t — that wasn’t his 
decision to make in this particular case, and we just 
discussed procedural related matters, nothing 
substantively at all. That pretty much ended the 
first meeting. 
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1 Mr. Price was at that first meeting. He 

2 was kind of just the handoff attorney, handing off 

3 the case to me and that was about the extent of all 

4 of our conversations at that point in time. It was 

5 at a subsequent meeting with Mr. Jackson and myself 

6 at which I related this list of names and 

7 transactions that Mr. Hale could participate in 

8 information. 

9 Q How long after the first meeting around the 

10 13th of August did the second meeting occur? 

11 A I’d say approximately two days. 

12 Q So perhaps August 15, ’93? 

13 A Somewhere in that time frame. 15th, 16th. 

14 Q Do you know whether it was before or after 

15 Paula Casey was appointed the interim U.S. Attorney 

16 of that office? 

17 A I can’t remember exactly. Seems like she 

18 came in like August 14 of that year and the only way 

19 I remember that is I had another case over there, 

20 another bank white-collar case that we had negotiated 

21 an information that Mr. Pence, one of the assistants, 

22 had signed and it had to be redone be cause the date 

14 

1 we appeared in court on the negotiated information, 

2 Paula Casey had been sworn in. 

3 So 1 want to say she was there on like the 

4 14th. I could be off a week, but I think that’s 

5 correct. 

6 Q So you don’t know whether or not she was 

7 the U.S. Attorney when you had this second discussion 

8 with Mr. Jackson? 

9 A 1 don’t know for sure. I think she was, 

10 but I’m can’t be positive. There would be a record 

1 1 that would tell us. 

12 Q Was there anyone else present when you had 

13 this second conversation with Mr. Jackson? 

14 A No, it was just Fletcher and 1. 

15 Q After you gave Mr. Jackson this 

16 information, did he indicate to you that he would 

17 convey this information to anyone above him? 

18 A No. 

19 Q What was his response once you gave him 

20 that information? 

21 A His response was that he was not going to 

22 participate in any plea negotiations in this case. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7439 


15 

Q Did he give you a reason why? 

A Not exactly. He never really did. He just 
told me it wasn’t his call to make and he wasn’t 
going to do it. 

Q Did he tell you that you would have to 
convey this information to someone above him, either 
Ms. Casey or, eventually, Mr. Johnson? 

A I asked Fletcher at the close of that 
meeting as I was leaving if he cared -- it’s coming 
back to me, I think now at that second meeting Paula 
Casey had already been sworn in because 1 asked 
him — well, no, I’m going to retract that. 

I am not sure, because at that point in 
time, Richard Pence had been the acting U.S. 

Attorney. And at the time I closed that second 
conversation with Fletcher, I don’t think there was 
another one because there was some confusion about if 
1 couldn’t deal with him, who would I go to and who 
would I talk to. And I told him if he didn’t mind, 1 
would continue up the ladder, and he said he didn’t. 

It seems like after that I called Richard 
Pence, who was the acting U.S. Attorney. Richard 

16 

deferred on it because he was solely the acting U.S. 

Attorney and didn’t want to get involved in it at 
that point in time because he anticipated somebody on 
a permanent basis. 

Q Did you discuss the same specific 
information, names and transactions, that you 
discussed with Mr. Jackson with Mr. Pence? 

A No, we never got that far. 

Q By the way, was one of the transactions or 
names Whitewater? Did you mention that with 
Mr. Jackson in August? 

A I mentioned Whitewater, and there’s another 
one that comes to my mind also. I told Mr. Jackson 
that Mr. Hale had been approached on what he 
perceived to be a money laundering scheme through an 
insurance company that he had an interest in there in 
Little Rock, and that Mr. Hale could provide 
information on that circumstance also. And 
Mr. Jackson told me that he probably knew more about 
that scheme than either Mr. Hale or I did. He wasn’t 
interested. 

Q Now, so the way it was left after talking 
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to Jackson and Pence was that you would have to talk 
to somebody else about this matter — 

A Yes. 

Q -- correct? 

A Right. 

Q Did you have any further discussions with 
either Pence or Jackson in the month of August of 
’93? 

A I didn’t with Pence. I only had one 
conversation with him that I recall. Off and on, I 
had conversations with Fletcher because I think I had 
one or two other meetings or conversations with 
Fletcher after that August 15 time frame, and they 
were again related to — and I believe I made an 
initial offer that we would waive statute of 
limitations if statute of limitations were perceived 
to be a problem by the government in relation to the 
charges against David Hale. That was declined. 

I think subsequently I went to Fletcher and 
made a proposal that if he were indicted, that the 
indictment be sealed pending further attempts to 
negotiate because I had made a suggestion to Fletcher 

18 

at one of our meetings that Hale was still being 
contacted routinely by some of the folks involved in 
these circumstances on a daily basis, and that some 
sort of electronic surveillance or something of that 
sort might still be possible, but that that would be 
gone when the indictment came down and everything was 
made public. 

And the advantage to David’s cooperation 
would be somewhat -- well, it would be totally 
compromised and lost at that point and he wouldn’t 
have the ability to deliver full value in any sort of 
plea arrangement. 

Q Any other discussions with Mr. Jackson 
during that period of August 1993? 

A None that I can recall. I think he sent me 
a copy of a draft of an indictment that he was 
proposing, something of that sort. I don’t recall 
having any other significant communication with him. 

Q Now, what was the next thing you did with 
respect to contacting a supervisor of Mr. Jackson’s? 

A At some point, Paula Casey came into 
office. I had a very general phone call or two with 
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her before Labor Day of that year. I can’t remember 
whether I wrote her any letters in August or not. If 
I did, I provided them to you. 

At some point there was an FBI agent, whose 
name escapes me at the moment, that I contacted and 
made everybody kind of nervous, because Fletcher in 
one of our meetings had said, you know, that any plea 
negotiation would be up to somebody other than him. 

When I asked him who he said, you know, it would just 
be somebody else, that I might want to get hold of 
somebody in the FBI. Somewhere I got the name of an 
FBI agent. I think his name was Gary Irons, or Steve 
Irons. 

Q And you called him? 

A I think I called Steve. 

Q When would that have been? 

A It would have been late August. 

Q Did you tell him what you had told Fletcher 
Jackson with respect to — 

A I told him something along the order of 
that Mr. Hale, under the right circumstances, was 
interested in a negotiated arrangement that would 

20 

involve his cooperation and that I couldn’t find 
anybody that I could make any headway with over in 
the U.S. Attorney’s office and that it was suggested 
to me I might want to call the FBI. 

I’m sitting here trying to think where I 
got Mr. Irons’s name to know that he was associated 
with this. It may have been from Fletcher, but 
somewhere or another, I got his name and I called 
him. 

Of course, you know, he instantly said he’d 
have to work through the U.S. Attorney’s office, 
there was nothing he could do. Steve Irons was the 
fellow’s name. 

Q Now, either in the discussions with Jackson 
or the discussion with Irons, did you indicate the 
type of plea disposition that your client might be 
interested in — 

A Well - 

Q — or disposition? 

A The only thing I threw out on the table to 
start with was the fact that he wanted an immunity. 

Q Were there any other options discussed in 
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August 1993? 

A No, we never got any real negotiation 
started. 

Q After Mr. Irons indicated that he couldn’t 
do anything, what is the next thing you did with 
respect to trying to talk to somebody about a plea? 

A All of this is happening at or about the 
same time Paula Casey came into office. It seems 
like I had a very general phone call or two with her 
prior to Labor Day. We set up a meeting for the 
Tuesday after Labor Day in her office, and I went to 
her office that Tuesday morning and met with her and 
a fellow named Michael Johnson. 

Q Johnson was present at the meeting? 

A Yes. 

Q How long was the meeting? 

A 15 minutes, max. 

Q Did you tell Johnson and Casey what you had 
told Jackson in terms of the names of people and 
transactions? 

A Yes. 

Q You repeated the names of those people and 

22 

those transactions to the two of them? 

A Yes, yes. 

Q Did you indicate what your client might be 
interested in in terms of a disposition in return for 
the information with respect to — information? 

A Again, I think at that point in time all 
that was ever discussed was an immunity, but again, 
we never really got to the point of any meaningful 
negotiations, so it kind of stopped. 

Q Again, so there is no misunderstanding, 
when you went to see Paula Casey and Mr. Johnson the 
day after Labor Day, you gave them the names Madison 
Guaranty, James and Susan McDougal, Master Marketing, 
Clinton, Tucker, Castle Sewer & Water, South Loop 
Construction, Campobello Realty, Whitewater and 
perhaps other things; correct? 

A Yeah, and I remember another one 1 
discussed. 

Q With? 

A With Fletcher earlier on, too. There was 
a — the name escapes me right now. There was a 
fellow on the SBA advisory counsel that had 
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approached David Hale on a deal through the SBA that 
was in some aspects of formation at that point in 
time that David didn’t regard as being entirely 
proper. 1 indicated his ability to assist in that 
also, and for the life of me, I can’t remember the 
name of the guy right now, but it will come to me. 

Q Was that transaction discussed with Casey 
and Johnson? 

A I don’t recall that that one was 
specifically discussed. It was my impression when I 
met with Casey and Johnson that they had already 
talked with Fletcher and they were aware of some of 
these things before I ever got there that Tuesday 
after Labor Day. 

Q Why was that your impression? 

A I believe one or the other told me they had 
visited with Fletcher. 

Q And did they discuss what Fletcher had told 
them about your prior conversations with him? 

A No, no, we didn’t go into it, other than I 
told them that, you know, I felt like Mr. Hale’s 
ability to assist them was fairly substantial and 

24 

that it warranted a real close look by them. 

Q And what was their response? 

A I got no response at that meeting. It was 
sort of a we’ll-look-into-it type situation. 

Q Did you give them any more details with 
respect to those transactions? 

A No, I wasn’t going to give anybody any 
details because I wasn’t being offered anything in 
return, so details were not open for discussion at 
that point. I was not offered any possible 
parameters if a proffer was made or anything of that 
sort, so we never made any at that point. 

Q Did they indicate to you that if there was 
to be any disposition, it would have to be in the 
form of a felony plea of some sort at that point? 

A The only thing that I was offered at that 
point was bring Mr. Hale over here and let him tell 
us what he’s got and then we’ll tell you what we’ll 
do, and that wasn’t good enough from my standpoint. 

Q Now, when was the next time you had a 
conversation with either Paula Casey or Michael 
Johnson with respect to the discussion you had with 
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them the day after Labor Day, or Mr. Hale’s case? 

A I don’t remember. There wasn’t much in the 
way of response. I don’t recall that 1 ever got a 
call back or a formal response from them after that 
meeting the day after Labor Day before the time 
Mr. Hale was indicted. 1 did have a meeting with 
them, and I can’t remember whether it was before or 
after David was indicted. It seems like I sent 
you-all some notes of a meeting I had with them 
somewhere here. When was that? That was after he 
was already indicted. 

Q That would have been in October of ’93? 

A Yeah. I didn’t have any real hard-core 
contact with them. I don’t remember any 
communication I had with Michael Johnson between, I 
think that was September 7 and September 21 or 22, 
whenever Hale was indicted. We passed some letters 
back and forth, but I don’t recall any other real 
deep conversations we had on the point. 

Q What about discussions with Fletcher 
Jackson during that time period? Did you continue to 
have plea discussions with him? 
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A I did not have any plea discussions with 
him. We had some mechanical, procedural discussions 
of him telling me when David was going to be 
indicted, arrangements for surrender and that sort of 
thing, but he and I never had any discussion that I 
can recall — that Fletcher and I ever had — after I 
talked to Paula Casey and Michael Johnson. 

Q So Paula Casey never — strike that. 

I’m going to show you what’s marked for 
identification as Exhibit Number 7640 through 7641. 

It’s a letter dated September 15, 1993 to Paula Casey 
from you regarding David Hale. 

(Witness reviewed the document.) 

Is this a copy of a letter you sent to 
Paula Casey on September 15, 1993? 

A It is. 

Q In the first paragraph, it seems to 

reference some personal phone conversations that you 
had with respect to this matter. 

A She and I had - as I say, I know I had one 
or two with her to set up the meeting for September 
7. I don’t recall any that I had with her after 
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that. 

Q Okay. So the phone conversations you’re 
referencing are the ones that occurred before the 
meeting. Then later on in the next paragraph you do 
reference the meeting dated Tuesday, September 7; 
correct? 

A Yeah, and I state there’s been no real 
movement since our conversation, and if we had had a 
conversation, it was not anything of any great import 
after that September 7 meeting. 

Q Now, what was the purpose in your sending 
this letter at this point in time? Was it because 
you had — 

A To document what was happening. 

Q Was it also because you hadn’t received a 
response from Paula Casey with respect to your offer? 

A I had not received any response, and I was 
just trying to document the course of events, that I 
regarded as kind of unusual, since I had first become 
involved in this case to that point in time, 

September 15, 1993. 

Q Now, what did you regard as unusual at this 

28 

point in time? 

A That I couldn’t get anybody to talk to me 
on a matter that 1 regarded as fairly significant. 

One of my meetings with Fletcher after the — well, 
it may have been at the conclusion of the initial 
meeting that I had with Fletcher. Fletcher told me I 
didn’t know what I was getting into and prior to that 
time, I had not had an opportunity to visit with my 
client to any great extent. The next day I did. 

Through conversations with him, I became impressed 
with the significance of the circumstances. 

At my next meeting with Fletcher, I told 
him I realized what he was talking about at our first 
meeting and that, yes, indeed there were some 
significant circumstances involved in this case. And 
the other reason that I knew that all of this was up 
was because I think at that first meeting 1 had seen 
a copy of the search warrant for David Hale’s office 
back in July and the names of the five captions of 
the records that had been seized, and that — in that 
search of Capital Management’s offices back in July. 

So, you know, in these initial discussions, 
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I mean, there came to be not a lot of secrets about 
the scope of the inquiry because that was already 
laying out there on the table as to what the 
government had asked for in terms of records on 
Tucker-related loans, McDougal-related loans and 
those sorts of things. That was already out on the 
table in the form of the search warrant. 

Q Now, in your letter of September 15, this 
is the third paragraph of the first page, you 
indicate that you "cannot help but believe that this 
reluctance is borne out of the potential political 
sensitivity and fallout regarding the information 
which Mr. Hale could provide to your office." And 
then you go on to say "but at the same time, it is 
information which would be of substantial assistance 
investigating the banking and borrowing practices of 
some individuals in the elite political circles of 
the state of Arkansas, past and present." 

What political sensitivity and fallout were 
you referencing and what members of "the elite 
political circles of the state of Arkansas, past and 
present" were you referencing? 
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A Well, you had McDougal. McDougal had been 
politically prominent there for a number of years. 

Obviously Jim Guy Tucker, Clinton. By the time I 
wrote this, I think I was aware of the involvement of 
a fellow named Steve Smith, who had been one of 
Clinton’s chief political staff folks there in 
Arkansas. Paula’s husband was a -- 
Q Paula Casey? 

A Yeah, a political appointee on, I believe, 

the Public Service Commission. So when you’re 
sitting there talking about, you know, especially the 
present sitting governor of your state and things of 
that sort, I would categorize that as political 
sensitivity -- 

Q And you would — 

A — and adverse information. I can 
certainly see a lot of negative fallout regarding 
that. Otherwise, it was my impression, based upon 
the climate that 1 encountered in the U.S. Attorney’s 
office, that everyone was just kind of walking on 
eggshells on the thing. I mean, that was my 
impression. 1 mean, I practiced law down there for 
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25 years, and 1 just hadn’t encountered a situation 
like this. 

Q Now, is there any question in your mind 
that when you were referencing political sensitivity 
in the elite political circles, that Paula Casey 
understood what you were talking about based on your 
conversation the day after Labor Day? 

A Oh, 1 couldn’t tell you what she understood 
or didn’t understand. 

Q Clearly you had stated these names to 
her — 

A It didn’t miss me. I mean, I don’t know. 

I’m not the smartest individual in the world. 

Q But clearly you had recited these names to 
her the day after Labor Day; correct? 

A Yes. 

Q Now, did you become concerned at that 
point, directing your attention to the second page to 
this letter, 7641, concerned about whether or not it 
would be appropriate for Paula Casey’s office to 
continue on with this investigation? Was that the 
purpose in writing the second to last paragraph? 
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A Yes, sir. 

Q And that was based on your impression that 
these people did not want to handle the case? 

A Yes, sir. 

Q And was that based on the fact that they 
had not responded to you with respect to the proffer 
of information you had given them; correct? 

A Yes. 

Q Now, did you indicate ~ 

A And I’ve known these people. Paula and I 
were friends. I mean, I’ve known she and her husband 
for years and years. They were friends of mine. 

They used to be neighbors of mine. I mean, I 
honestly thought I was writing this as a friend to 
say hey, you need to step aside. 

Q How long did you know Paula Casey? 

A I’d known Paula Casey for — oh, jeez, I’m 
trying to think — at that point in time a good 15 
years or so. I went to law school with her husband. 

They were neighbors for several years out in River 
Ridge. I mean, I’d just known them. 

Q When you say ’’these people," who else did 
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you know? Did you know Michael Johnson? 

A I’d known Michael for a long time. Known 
Fletcher for years and years. 

Q How did you know Michael? 

A Just through local association in the legal 
community there in Little Rock. I’d worked against 
Fletcher on cases for years and known him. 

Q Now, did you bring up these political 
sensitivity issues or the fact that perhaps it would 
be appropriate for Paula Casey to — her office to 
terminate their participation in the September 7 
meeting? 

A I don’t think it came up in that meeting. 

Q So you only began to suggest this in this 
letter of September 15, after you had not received a 
response from them; correct? 

A That’s correct. 

Q And then I’m going to show you what’s 
marked for identification — 

A To back up to September 7, I did offer at 
that meeting - I’m looking at the last sentence of 
the first full paragraph on the second page of my 
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letter. At the meeting with she and Michael on 
September 7, I had offered an informal proffer 
through counsel of Hale’s information. 

Q And what was their response to that? 

A I had never gotten one. I say here, ”1 
have received no interest in the process," and I 
hadn’t. 

Q So when you say in the last sentence of the 
first full paragraph on the second page of this 
letter "for instance, I have offered an informal 
proffer of Mr. Hale’s information for evaluation of 
its quality and content," what you were referring to 
was an attorney’s proffer? 

A Yes. 

Q And that is something that you conveyed to 
them on September 7, 1993; correct? 

A Yes. 

Q And that is something that they had not 
responded to you as of September 15, 1993; correct? 

A No, there had been no ground rules 
established or anything of that sort by which a 
proffer could be made. 
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Q Now, in terms of the process for the 
proffer, without getting into details, how did you 
envision an attorney’s proffer would be handled? 

What kind of attorney’s proffer were you talking 
about, something — 

A Well, obviously that it would be a proffer 
by counsel, verbal. 

Q More detailed than you had offered? 

A More detailed than had been offered, but it 
is not coming from the mouth of the target, so that 
he is not subjected to liability. In other words, 
we — I was just trying to do that as an avenue to 
try to get the ball rolling. If I tell you a little 
bit and you like it, then maybe you’re going to come 
back and tell me you might be willing to do something 
for me if this all were to pan out. It was just an 
attempt to get the ball rolling to some negotiation. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Now, did you indicate in the September 7 
meeting that you wanted anything in return for the 
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attorney’s proffer that you just related? 

A No. 

Q So you would make that prior to any 
commitment from them in terms of some kind of 
disposition? 

A If it could be done under circumstances 
whereby Mr. Hale incurred no disadvantage or 
liability for it, yes. 

Q So were you requiring immunity or a 
misdemeanor disposition before you would do something 
like that, make an attorney’s proffer? 

A No, 1 was just trying to open the package 
and give them a peek and create some interest. 

Q I’m going to show you what’s marked for 
identification as Exhibit Number 7639. This is a 
letter dated September 16, 1993 to Randy Coleman 
regarding David Hale from Paula Casey. 

(Witness reviewed the document.) 

A All right. 

Q Now, this letter, do you recall this 
letter? 

A Yes. 
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Q This letter references your letter of 
September 15, 1993; correct? 

A Appears to. 

MR. BEN-VENISTE: Off the record. 

(Discussion off the record.) 

THE WITNESS: Second paragraph of this, I 
do recall some of the other content of our meeting 
because we did discuss the fact that David was a 
sitting judge at that point in time. Misdemeanor was 
discussed because with a felony indictment, David 
would automatically be off the bench as a sitting 
judge. 

BY MR. GICALE: 

Q Now, again, so that there is no 
misunderstanding, at the September 7 meeting, were 
you requiring that Mr. Hale receive immunity and/or a 
misdemeanor in return for your attorney’s proffer of 
information or was the immunity and/or misdemeanor 
request related to Mr. Hale’s proffer of information? 

A As I recall the meeting, these sorts of 
things were couched - somebody has got to make an 
offer, somebody has got to start the ball rolling. 1 
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think I did that by saying Hale — if you would grant 
immunity, Hale would cooperate. Apparently there was 
no affirmative response to that. 

I think I then went to a fallback position 
of a misdemeanor. In other words, at this point I’m 
just trying to get some kind of reaction from my 
opposition here trying to find some common ground. 

My other position at that was, you know, if we can’t 
do any of those things, what if I make an informal 
proffer as his counsel? Where are we then? 
What-can-we-do-then type situation. 

Q So if we can’t do those things -- again, if 
we can’t do immunity, if we can’t do a misdemeanor, 
then your offer was if I make an attorney’s proffer, 
what did we do then? 

A If I make an informal proffer to you 
through counsel and give you an idea of what is 
available, can the negotiation carry forward in some 
form from that point. I’m trying to get a dialogue 
started with these people, and I’m not getting 
anywhere. I’m trying to throw anything out there on 
the table I can think of to try to get that started. 
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Q All right. And they did not respond to 
that last request? 

A I didn’t get any response to that. 

Q In the letter of September 16, there’s no 
mention of the attorney’s proffer that you indicated 
you discussed on September 7; is that correct? 

A Doesn’t seem to be. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Go ahead. You were — 

A I’m looking at the letter of September 16 
that Paula sent to me, and the only thing that they 
would tell me is that Mr. Hale presents himself, 
pleads guilty to a felony, then we will hear what you 
have got to say, then we will tell you what, if 
anything, we’re going to do for you. 

Q So you viewed this as a requirement that 
your client plead to a felony before they would even 
listen to your attorney’s proffer of information; 
correct? 

A Yes. 
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Q Now, between September 16 and September 20, 
1993, did you have any further conversations with 
Ms. Casey or Mr. Johnson? 

A Give me the dates again, September — 

Q 16 and September 20, 1993. Before we get 
to that, let me reference a document identified as 
number 7632. It’s a letter dated September 20, 1993 
to Paula Casey from Randy Coleman. 

A I don’t recall any conversations I had with 
them. 

Q Now, this letter is regarding David Hale. 

Do you recall sending this letter to Paula Casey? 

A Yes. 

Q What was your reason for sending this 
letter at this point in time? 

A We were on the eve of the date that the 
U.S. Attorney informed me that Hale would be 
indicted, and it was one last attempt on my part to 
do something to try to preserve a negotiation. 

Q Now, in response to your earlier letter of 
September 15, wherein you indicated that it would not 
be appropriate at this point for that office to 
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consider terminating ~ asked whether or not it would 
be appropriate for that office to terminate its 
participation in the investigation and bring in an 
independent prosecutorial staff, did you have any 
further discussions or response with respect to 
whether or not someone else should come in to handle 
this case or — that’s the first question. 

A I don’t recall getting any at that point in 
time. 

Q Did either Ms. Casey or Mr. Johnson 
indicate that if you had any problem with their 
decisionmaking in this, that you could go to the 
Justice Department in Washington to discuss the 
matter at that point? 

A I honestly don’t recall. I don’t think 
that that came up. I just don’t remember that being 
discussed. 

Q And I take it that Ms. Casey or 
Mr. Johnson, neither of them responded to your 
request that perhaps they consider stepping aside on 
this matter; correct? 

A Not at that time. 
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Q I’m going to show you — 

A You know, I wrote that letter, I just 
thought I would be uncomfortable — that letter where 
I suggested they step aside, I just thought to 
myself, I’d be uncomfortable in this position, and it 
might cloud my reasoning and logic if I were in their 
position or her position. And, you know, again, that 
was just another subjective consideration that 1 had 
in writing that letter. 

Q Well, as a friend of hers and of Michael’s, 
did you think that this was helpful advice to them? 

A Well, that was my intent. I didn’t intend 
to be overly adversarial or anything of that sort at 
that point in time. 

Q Now, showing you what’s marked for 
identification as document 16479 through 16480. This 
is a letter dated September 20, 1993 to Randy Coleman 
from Michael Johnson. Do you recall this letter? 

(Witness reviewed the document.) 

A Yes. 

Q Now, I take it by reviewing this letter, 
that there was some phone conversation between the 
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time of the earlier letter of September 20, 1993 to 
Paula Casey from yourself and the time of this 
letter? 

A Apparently there was a phone call between 
Michael and I. 

Q Did you call him or did he call you? I’m 
sorry. Actually, the letter - 

A It says he phoned me. 

Q What did you talk about? 

A Independent of this letter, I’m going to be 
hard pressed to tell you what we talked about. 

Q Well, after reviewing this letter, the 
letter indicates that he requested that you provide a 
proper venue of information your client wished to 
bring to their attention; correct? 

A Yes. 

Q Was that true? 

A As I recall, the landscape had not changed 
up to the date of this letter, which was that for 
them to receive a proffer, David would do so in a 
vacuum in the sense that he would be required to 
plead to a charge as yet undefined, a felony charge 
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as yet undefined. It would be in a vacuum in the 
sense that because the charge wasn’t defined, we 
would not know what the sentencing guidelines would 
be. We would not know what, if any, recommendation 
the U.S. Attorney would make after evaluating 
Mr. Hale’s information. 

We had no indications whatsoever of what 
use Mr. Hale’s information would be put to, i.e., 
what fruit it might bear, which would go to his 
benefit at any sentencing, because as you-all are 
aware — I mean, you can give information, but if 
it’s not substantial and if it’s not helping or if 
people are not using it to help, then it’s not going 
to do him any good to go tell his story. 

We had been unable to get to the point as 
of September 20 where we could fill any of that 
vacuum, because they are still telling me that they 
will provide my client with a motion authorizing 
reduction of sentence for substantial assistance upon 
his plea of guilty to a felony charge of fraud and 
his providing the substantial assistance. 

Now, what that tells me is you come over 
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here and stick your head in a noose and then we’re 
going to tell you how tight we’re going to pull it 
and we’ll go on from there. That just was not an 
acceptable basis for us to offer our cooperation at 
that point in time. 

Q Now, what about the idea of an attorney 
proffer of information? Was there some discussion? 

A I didn’t regard this as an attorney 
proffer. I took this to mean that they were still 
wanting Hale. 

Q What happened to the discussion with 
respect to the attorney proffer? 

A I don’t really recall anything ever 
occurring substantially on that point. 

Q When you asked them to get more specific 
with respect to the crime that they would like him to 
take a felony plea to, what was their response? 

A By this date, we never really got to that 
point. By the day of this letter, of September 20, 
there had just not been anything happening on that 
point. Been refined slightly because they say fraud, 
but that leaves a whole panorama of possibilities out 
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there. 

Q Now, when in the second paragraph 
Mr. Johnson states M of course, to date your client 
has offered no tangible information on which any such 
arrangement could yet be made," was it your belief 
that he was addressing your attorney proffer at that 
point? 

A I have no idea, other than the fact that as 
I told you earlier, you know, I had not offered any 
details of Mr. Hale’s knowledge on any of the events, 
transactions and persons whose names had been set 
forth. He is absolutely right. There had been no 
information offered, if that’s what he’s referring 
to, and that’s what 1 took it that he was referring 
to. 

Q Now, at that point in time, what were you 
requiring that they do for you to give them an 
attorney proffer of information? 

A We had never really discussed that. As I 
told you earlier, there had never been any ground 
rules established for that because the discussions 
had not proceeded to that point. 
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Q So you had made that offer on September 7? 

A Yes. 

Q Without any conditions on it, 1 take it? 

A Well, 1 made the offer that if we could get 
to that point, I would be willing to make an attorney 
proffer of the information under circumstances that 
would not create any additional liability or 
incrimination for Mr. Hale. And that was the point 
of not having Mr. Hale sit down at a table and open 
his mouth and say things that could be used against 
him. 

Q But did you indicate that you were prepared 
to do that before they made a commitment as to what 
kind of disposition they would require? 

A Yes. My only concern was that it not 
create or enhance the liability of Mr. Hale. That 
was my concern at that point in time. As I stated to 
you earlier, I’m just trying to find a way to get the 
door open, get some negotiations started. 

Q Then I’m going to show you what’s marked 
for identification as Exhibit 17493. It’s another 
letter dated September 20, 1993. It’s to Michael 
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Johnson regarding David Hale from you. 

(Witness reviewed the document.) 

A Okay. This is it. I wrote it. 

Q Now, you indicate in this letter in the 
second sentence "I previously indicated to your 
office that we were willing to listen to reasonable 
proposals other than immunity for some time” — 

A Yes. 

Q -- "but did not receive concrete offers." 

A Yes. 

Q Now, as you’ve testified, they did not 
counter with any proposals after you had advanced 
immunity, misdemeanor or an attorney proffer; is that 
correct? 

A I don’t recall any, other than if you want 
to couch it as a condition or an offer that Mr. Hale 
come over and plead guilty and then we’ll sit down 
and listen to his story and then we will make a 
motion for reduction of sentence if we like what you 
say. 

Q Now, you also indicate in this letter that 
you "had previously indicated to Fletcher" -- and 
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that’s Fletcher Jackson; right? 

A Uh-huh. 

Q "Some time ago very definitive areas in 
which Mr. Hale had knowledge and also reviewed a list 
of names involved as well." 

A Yes. 

Q Now, that’s a reference to your 
conversation with Mr. Jackson in August of 1993; 
correct? 
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A Yes. 

Q And again, did you also provide that same 
information to Ms. Casey and Mr. Johnson on September 
7, 1993? 

A Yes. What I’m referring to here is 1 
believe my intent was, you know, this process has 
been ongoing for a good many weeks and that, you 
know, Mr. Fletcher was my first and initial contact 
and they had had the definitive areas in which 
Mr. Hale could help them for some period of time. 

Q Mr. Jackson, at that point in time, had had 
the information since mid-August of 1993; correct? 

A Yes. 
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Q And Ms. Casey and Mr. Johnson had had it 
since September 7, 1993; correct? 

A From me. I don’t know what their 
communication was with Mr. Jackson. 

Q I’m going to show you what’s marked for 
identification as Exhibit 5167 through 5168. This is 
a letter dated September 21, 1993, to Randy Coleman 
regarding David Hale from Paula Casey. Do you 
remember receiving that letter? 

A Yes. 

Q Now, I’m going to direct your attention to 
the third paragraph, and in particular the fifth 
sentence starting with "Moreover." 

A Yes. 

Q See where it says "Moreover, you have 
claimed that your client can provide information and 
have set forth names allegedly involved." Then the 
next sentence goes on to say "However, on each 
occasion that you have been requested to furnish 
specifics, including again yesterday, you have 
declined to do so." 

Was that correct? 
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A Basically correct. 

Q Had you supplied names? 

A Yes. 

Q And by that point in time, you had offered 
to give them an attorney proffer with respect to more 
specifics; correct? 

A Yes. 

Q So that -- 

MR. BEN-VENISTE: Excuse me, off the 

record. 

(Discussion off the record.) 

MR. GICALE: I’m sorry, what was the last 
question and answer? 

(The reporter read the record as requested.) 

BY MR. GICALE: 

Q So that when Ms. Casey indicates that you 
have declined to do so, that’s not quite correct, is 
it? 

A In the context that it had been previously 
discussed, that is correct. It is not correct that I 
had refused under any circumstances to do it. 

Q Now, between the time of the last September 
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20 letter and this letter on September 21, 1993, did 
you have any phone conversations with either 
Mr. Coleman or Ms. Casey? 

A Mr. Johnson or Ms. Casey? 

Q I’m sorry, Mr. Johnson or Ms. Casey. 

A Again, I don’t recall any. If we’ve got 
something that I could look at, but I just don’t 
recall any. 

Q Well, in this letter, Ms. Casey references 
some contacts she had with a reporter from The 
New York Times. 

A Uh-huh, yes. 

Q Now, do you recall having any phone 
discussions with her with respect to that contact by 
the reporter from the New York Times? 

A I don’t recall whether 1 did or not. 

Q Now, in the letter she indicates that the 
reporter indicated to her that he had contact with 
your client and had interviewed your client 
extensively on Thursday regarding his information; 
correct? 

A That’s what it says. 
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Q Were you present for that interview? 

A 1 think so. 

Q Now, did you arrange for that interview? 

A Did I? 

Q Yes. 

A Yes. 

Q Why did you do that? 

A Because at that point in time, it did not 
appear that anything was going to happen in terms of 
an ability to negotiate any sort of plea arrangement 
with the U.S. Attorney — and I’m not going to launch 
out into my conversations and communications with 
Mr. Hale, except to say that it was determined as a 
course of conduct that a first public strike, if you 
will, was probably preferable to any other course of 
action. 

Q Now, again, by September 20 and 21, 1993, 
had you been given the option of going to the 
Department of Justice in Washington to try and 
negotiate a plea? 

MR. BEN-VENISTE: Object to the form of 
that question. 


BY MR. GICALE: 

Q I’ll withdraw that and rephrase it. 

By September 21, 1993, had either Ms. Casey 
or Mr. Johnson or anyone else from the U.S. 
Attorney’s office in Little Rock indicated to you 
that you could go to the Department of Justice in 
Washington to have them evaluate your offer or 
request for disposition? 

A 1 don’t recall that ever being discussed. 

Q Did you view that as an option at that 
point in time? 

A Oh, I can’t say that 1 was totally ignorant 
of it. 

Q Did you attempt to contact anybody in 
Washington at the Department of Justice with respect 
to that disposition? 

A No, sir. 

Q Why didn’t you? 

A Well, again, without going into 
attorney-client communications, the decision was made 
between Mr. Hale and myself that given the particular 
circumstances, it probably would be a waste of time. 
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Q Now, going back to July, August and 
September 1993, did you attempt to call Webster 
Hubbell? 

A Give me the dates again. 

Q July, August and September 1993. 

A Yes, 1 did. 

Q And how many times did you call him? 

A I don’t know. There were several. 

Q Showing you — 

A From June through September there were 
several passes back and forth. There were probably a 
couple of conversations. 

Q And what were those calls to Mr. Hubbell 
about? 

A I had another client who was the subject of 
an antitrust type investigation being conducted out 
of big Justice up here in D.C. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Back on the record. 

Go ahead, Mr. Coleman. 
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A And that was the circumstance that gave 
rise to that communication. 

Q Now, at any time during June, July, August 
or September 1993, did you talk to Mr. Hubbell about 
the David Hale matter? 

A No. 

Q Did you attempt to call him with respect to 
the David Hale matter? 

A Never. 

Q So if there were messages or references to 
phone calls you may have made to Mr. Hubbell during 
that time period, they were all with respect to this 
antitrust case? 

A Totally another case. 

Q At any time after you began to represent 
Mr. Hale, did you ever talk to Mr. Hubbell with 
respect to the David Hale case? 

A No, sir. 

Q Or the Madison investigation? 

A Never. 

Q Or Whitewater? 

A Never. 
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Q The McDougals? 

A No, nothing associated with David Hale 
whatsoever. I had another case. It just wasn’t 
appropriate to combine the two and my communication 
with Mr. Hubbell had started before I ever was aware 
David Hale had a problem or that I’d be involved in 
it. 

Q Showing you what’s marked for 
identification as number 10749, this is a copy of a 
message to Judge H. dated July 13. In the upper 
right-hand comer it says "Randy Coleman"? 

A To who now? Judge H? 

Q It’s a message to Judge H. It’s from Randy 
Coleman. Is that your phone number or was that -- 

A 374-1 107, that’s mine, yes. 

Q Would that have been about the time you 
were calling him with respect to the antitrust 
matter? 

A I can’t read this. Is this July 13? 

Q It appears to look like July 13. 

A It looks like July 13. 

Q If it was, would that have been the time 
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that you were calling him about that matter? 

A Yes, yes. 

Q Showing you what’s marked - 

A 1 think 1 called him as early as June on 
it. 

Q Showing you what’s marked for 
identification as Exhibit 10122, a message dated 
September 1 to the judge from Randy Coleman, same 
phone number. Would that have been with respect to 
the same matter? 

A Yes. 

Q That had nothing to do with David Hale? 

A No. 

Q Showing you Exhibit Number 10087, this is a 
message to the judge dated September 3, message from 
Randy Coleman, same phone number. Would this have 
been with respect to that antitrust matter as well? 

A Yes. 

Q This would not have been with respect to 
David Hale? 

A No. 

Q Did you know Webster Hubbell prior to his 
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going to Washington? 

A I’ve known Web for 30, 35 years. 

Q How did you know him? 

A Knew him in college and 1 think Web played 
football while I was in law school up there at 
Fayetteville. Known him in legal circles around town 
for years. Used to handle a lot of litigation back 
and forth with him. Known him for years. 

Q Was it a business relationship or social 
relationship? 

A It was more business than social. If we 
saw each other out — I mean, we knew one another and 
we were highly acquainted, but, you know, we didn’t 
traffic each other’s homes or anything of that sort. 

Q Now, I’ll represent to you that we have 
some phone records from Mr. Hubbell’s office, one for 
September 2, 1993 to phone number 501-374-1 107. That 
would be your phone number; correct? 

A It was my office number at that time. 

Q All right. And do you recall whether or 
not he called you on that date? 

A I couldn’t tell you. He and 1, after many 
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passes, hooked up for two conversations that I 
recall, and one occurred somewhere about the middle 
of September, as 1 remember, and then one had 
occurred back in June or July. And I think of all 
the telephoning back and forth, I’ll show you numbers 
on my sheets here that, you know, are half a minute 
and such that where we’re just, you know, passing 
like ships in the night and can’t get hold of one 
another. 

Q So while you left messages for each other 
throughout this time period between June and 
September, you only actually talked twice? 

A l think we talked two times. 

Q Once in mid-September? 

A Once in mid-September. 

Q Once in June? 

A Once in June, I think. 

Q And on neither of those occasions was it 

with respect to Hale? 

A Didn’t know anything about David Hale in 
June or July, and in September just avoided it, 
didn’t talk to him about it. 
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Q Just to be complete in this, do you recall 
whether you had a conversation with him on September 
8, 1993? 

A I couldn’t tell you the date. 

Q Do you recall whether you left a message 
for him on September 9, 1993? 

A I’m sure I did. I remember we were going 
back and forth on numerous occasions. 

Q Do you recall whether you left a message 
for him on September 13, 1993? 

A I wouldn’t doubt it. 

Q Do you recall whether he called you on 
September 15 — twice on September 15, 1993? 

A Could have. I wouldn’t discount the 
possibility for sure. 

Q Do you know whether you called him on 
September 15, 1993? 

A I’m sure I did. My records will bear out 
what I did or did not do on that. 

MR. G1CALE: Off the record. 

(Discussion off the record.) 

BY MR. G1CALE: 
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Q Mr. Coleman, you brought in some telephone 
records today, and one of those records indicates a 
conversation August 31 of 14 minutes to 
202-205-6360. 

A If memory serves me, that is the SBA. 

Q That’s a call to the SBA? 

A Yes. Mark Stevens, who was the attorney at 
the SBA that I dealt with on the liquidation of 
Capital Management Services, Inc. I think 
Mr. Hubbell’s number is the 514-9500, as I remember. 

Q And so that you had another call with 
Mr. Stevens on September 13th of ’93 for 23 minutes 
and that was with respect to the liquidation? 

A Capital Management Services. They had 
filed a complaint. I had worked out a deal to avoid 
Mr. Hale any adverse publicity 1 could that they 
would not file their liquidation until Mr. Hale’s 
indictment hit so he could endure it all as one big 
bitter pill at the same time, and they did that. 

Then subsequent to his being indicted there on the 
21st or 22nd and us appearing in — at his plea and 
arraignment, then the SBA filed their receivership 
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and liquidation action of Capital Management, and I 
had many, many conversations with Mr. Stevens on 
matters relating to that civil action. 

Q Now, did there come a time in August of 
1993 that you called William Kennedy? 

A Yes. 

Q And when was it in August that you called 
him? 

A Well, there again, I don’t recall whether I 
got him the first time, second time or whatever, but 
I called him — it would have been about the middle 
of August, 16th, 17th, somewhere in there. 

Q And what was the purpose of your call? 

A Well, by that point in time, through 
conversations with my client and conversations with 
Mr. Jackson at the U.S. Attorney’s office, it appears 
that there was potential for an investigation which 
would involve folks other than just my client, and 
where that was the case it was always my habit to 
start making contact with attorneys for other people 
who might become involved to see where everybody 
stood and what the landscape looked like that 
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surrounded me. That was one reason. 

I knew Bill Kennedy. 

Q How did you know him? 

A Through law practice there in Little Rock. 

We handled a lot of transactions, cases with each 
other and his law firm over the years, his and 
Mr. Hubbell’s law firm. I did business with he and 
Mr. Hubbell, Mr. Foster, Ms. Clinton routinely for 
many years. 

Q Now, why, for instance, did you call 
Kennedy as opposed to Foster? 

A Foster was dead and I knew Kennedy -- 

Q I’m sorry, Fm sorry, strike that. I’m 
sorry. Strike that question and answer. 

MR. BEN-VENISTE: Can’t strike it, Lou. 

It’s there. Suck it up and go forward. 

BY MR. GICALE: 

Q I’m sorry. August 17, 1993. 

A Yes, sir. 

Q Why did you call Kennedy as opposed — 
tried to discuss it with Kennedy as opposed, for 
instance, to Hubbell or someone else you’d been 
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working with at the Rose Law Firm? 

A Because I wanted to talk to somebody whom I 
perceived was an attorney for Mr. Clinton that 1 
could have an attomey-to-attomey conversation 
with. And secondly, I knew Mr. Kennedy, I didn’t 
know anybody else in the White House counsel’s office 
since Mr. Foster’s death. 

Q So when you eventually talked to 
Mr. Kennedy, what did you say to him? 

A As I recall, our first conversation was 
very, very brief. You-all probably have got a record 
that would show how long. I can’t remember whether 
he finally got hold of me or I got hold of him. But 
in any event, it would probably show a very brief 
phone conversation wherein we identified ourselves to 
one another, asked Bill if he was still in the 
counsel’s office, still functioning as a lawyer, and 
he says he was. And I said well, you’ve got a client 
then. A.nd he said I do? 

I said I got a client down here. Do you 
remember a guy named David Hale? And he said he 
did. What’s going on? 
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I said something like there’s an 
investigation, federal investigation going on down 
here that might well involve both our clients. 

Q Now, when you said he had a client, who 
were you referring to? 

A Mr. Clinton. 

Q And then what did you say? 

A 1 think he asked me, you got to give me 
some names or something so I know what I’m dealing 
with and, you know, what’s involved and I told him 
just very basically that Mr. Hale’s office, Capital 
Management, had been subject to a search and seizure 
by the FBI the previous month, that records had been 
taken and the names on some of those records, pretty 
much some of that list that I just gave you earlier. 

Q And to go back, the list you gave me 
earlier was Madison Guaranty, James McDougal, Susan 
McDougal, Master Marketing, Clinton, Tucker, Castle 
Sewer & Water, South Loop Construction, Campobello 
Realty. 

A I doubt I mentioned all those to him, but 
I’m sure the names came off of that list. I’m sure 
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Madison Guaranty and Whitewater and the McDougals and 
Clinton and Tucker. 

Q So you at least mentioned those names to 
him? 

A I’m pretty sure I did, yes, sir. 

Q What else did you say to him? 

A Oh, he just asked — you know, I think he 
asked something like where the investigation was. I 
told him it looked like it was just getting started. 

I told him that I was coming up to Washington 
sometime the next week and if he wanted to sit down 
and visit about it. I’d be delighted to meet with 
him. He said he’d call me back. 

Q Did you reference Heidi Fleiss in this 
conversation? 

A Not in that one. I don’t think I did in 
that one. That was another conversation. 

Q Did you talk about the fact that Mr. Hale 
might be indicted soon or you had indications that he 
would be indicted soon? 

A I probably did, yes. 

Q And did you indicate it was related to — 
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Hale’s indictment was related to an SBA matter? 

A Yes. 

Q Capital Management? 

A Yes. I’m pretty sure I did. 

Q Did you say anything else to him at that 
point? 

A Oh, nothing 1 recall. 

MR. BEN-VENISTE: This is still the first 
conversation? 

MR. GICALE: Yes. 

THE WITNESS: It was a very brief 
conversation. You don’t have long conversations with 
Kennedy. 

BY MR. GICALE: 

Q How long was the conversation? 

A Oh, jeez, if it lasted five minutes max, we 
could probably pull either his phone record or mine 
and tell whether he called me or 1 called him. I 
don’t remember which way we hooked up, but it wasn’t 
very long. 

Q How did you leave it at the end of that 
conversation? 
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A I left it that I was coming up the 
following week because I had to see the SBA, and I’d 
sit down with him if he wanted to. He said he’d get 
back to me. 

Q What happened next? 

A I do not recall whether he called me back 
almost immediately or called and left a message or 
exactly how it happened. But the next thing was 
either he called me back and said he did not wish to 
meet or he left a message that he didn’t want to 
meet. And to be honest with you, I can’t recall, but 
that was what happened next. 

Q Did you have any further conversation with 
him with respect to this? 

A Yes, yes, I did. 

Q When was that? 

A Day or two later he called me, as I 
remember. 

Q What did he say to you? 

A First thing he said was that he had a lady 
on the line with us, whose name I cannot recall, whom 
he identified as some sort of ethics compliance 
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officer. She said hello and that’s all I recall her 
saying, or something, some kind of greeting like 
that. And from that point he asked me to tell him 
what I could while observing the attorney-client 
relationship that he recognized I had with Mr. Hale. 

And I told him well, there wouldn’t be a whole heck 
of a lot I could give him, but I think that’s where I 
used the reference to Heidi Fleiss. 

Q What was the reference to Heidi Fleiss? 

A Well, if Heidi Fleiss was a madam to the 
stars or something like that, then David Hale was the 
lender to the political elite there in Arkansas, 
because they had opened up Hale’s files down there 
and there were a bunch of loans where he appeared to 
be doing a lot of favors for a lot of people in 
political circles down there. 

Q What other information did you give him at 
that time? 

A I think he inquired of me if Hale were 
going to cut a deal, attempting to cut a deal or 
something of that sort. 1 told him not at that 
point. We had been unable to but that Hale was 
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attempting to. 

Q What else did he tell you? 

A He asked me if it would be alleged there 
were any face-to-face meetings with his clients, and 
I said yes. And I remembered something from the 
other conversation. At the end of that first 
conversation, he asked me what I wanted him to do, 
and I told him I didn’t want him to do anything, that 
this investigation appeared to be developing and I 
was trying to run my traps and see where everybody 
stood. I said, you know, I just thought you might 
want to visit with your client. And he said well, 
maybe clients, plural. And I said well, whatever. 

That’s the way we left the first conversation, until 
he called me back and said he didn’t want to meet. 

Then we had the second conversation. 

Q So at the end of that first conversation, 
he said it might be clients -- 

A Yes. 

Q — plural as opposed to one client? So 
that in the second conversation, when he said are 
there face-to-face meetings with his clients, again 
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he was talking about the plural? 

A As I recall he was, yes. 

Q And — 

A Or he may have said would it be alleged 
that there are any face-to-face meetings, and I said 
yes. 

Q What else did he ask you or did he say? 

A That was pretty much it. That conversation 
didn’t last very long either. And he ended it by 
saying he would call me back and maybe not, that I 
may or may not hear from him, and I didn’t. 

I want to be sure I answered an earlier 
question of yours. We kind of went off to another 
subject before 1 finished. You asked me why I called 
him. I gave you one reason. I had another reason 
for calling him too. 

Q What was the other reason? 

A My other reason was to kind of try to pump 
a little provocative information into the pipeline 
and see if anything ever bled out anywhere down the 
line. 

Q What did you mean by that? 
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A It was my client’s belief, having known a 
lot of these people for a lot of years, that there 
was more than likely some extensive communication 
between Little Rock, Arkansas and Washington, D.C. 
about his case, and we just reached a decision that 
it might be appropriate just to make a phone call and 
see if down the road word ever filtered back. 

Q Now, when you say "between Little Rock, 

Arkansas and Washington," where in Little Rock are 
you talking about? 

A U.S. Attorney’s office. 

Q And where in Washington are you referring 
to? 

A White House, Justice Department or their 
personnel. 

Q Now, did you have any information which led 
you to believe that those communications were going 
on? 

A Any information? At that point in time, 
no. Did I? No. 

Q As a result of conversations with your 
client, 1 take it you determined that there were 
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communications? 

MR. BEN-VENISTE: I’m sorry? 

THE WITNESS: I couldn’t determine that 
there were communications. 

BY MR. GICALE: 

Q As a result of conversations with his 
client, there were determinations that there were 
contacts? 

A 1 didn’t make a determination that there 
were contacts. I just couched it in terms of a 
likelihood. If I stated otherwise, I sure didn’t 
intend to. Likelihood or possibility. 

Q All right. Going back to the second 
conversation, did Mr. Kennedy say anything else to 
you or did he ask you any other questions? 

A Not that I remember. 

Q Did you say anything else to him? 

A Not that I recall. 

Q Did you go over the names of the people or 
organizations or transactions that you had gone over 
in the previous conversation with him? 

A No, I don’t recall doing that, no. 
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Q Did you talk about Capital Management and 
the receivership? 

A I don’t recall we talked about the 
receivership, no. 

Q Did you talk about the seizure of records 
of Capital Management? 

A I think we talked about that the first 
time. 

Q Did you talk about Whitewater in the second 
conversation? 

A I don’t think we talked directly about that 
in the second one. 

Q Is there anything else that either he said 
or you said in that second conversation? 

A I can’t recall anything else. 

Q What about the woman who was present for 
the conversation on the other end, did she say 
anything? 

A She never said anything that 1 recall, 
other than an initial greeting. 

Q And did you ever hear from Mr. Kennedy 
subsequent to that phone call? 
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A No. No. 

Q Did you ever meet with him again? 

A No, never did meet with him. 

Q Now, after Mr. Hale was indicted sometime 
in late September 1993, did you have any further 
discussions with Paula Casey or Michael Johnson or 
anyone from the U.S. Attorney’s office or Department 
of Justice with respect to a plea disposition? 

A Yes. 

Q When would that have been? 

A There might have been some minor contact, 
nothing of any great substance, between the date of 
David’s plea and arraignment and later in October. I 
had worked with Mr. Jackson on some procedural 
matters associated directly with the case, but he and 
I had ceased pretty much talking about anything on a 
plea negotiation at that point in time because it was 
kind of a fruitless effort with him, as he had told 
me upfront it would be. So he and I confined our 
communication to matters that related directly to the 
case, its trial, postponement, discovery and those 
sorts of things, until I met with Paula Casey and 
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Michael Johnson again sometime in late October. 

Q And what was discussed in late October with 
respect to a plea disposition? 

A I think I gave you some notes that I wrote 
down that day and gave them a copy of while I was in 
her office, which probably set out, better than I can 
recall, exactly what we did because we were not 
getting along at that point very well. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Showing you what’s marked for 
identification as your response. Exhibit 1 in your 
November 1 response to Joseph Kolinski, chief clerk 
of the Senate Banking Committee, some notes dated 
10-21-93. Are these your notes of that meeting with 
Paula Casey? 

A Yes, and Michael Johnson. 

Q In reviewing them, do they refresh your 
recollection as to what you agreed? 

A Well, we didn’t agree on anything. This is 
merely a recitation of what they dictated to me to be 
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the terms under which they would enter into plea 
negotiations with Mr. Hale. 

Q All right. And did they indicate that he 
must give a full and complete, truthful statement 
with respect to his knowledge of this matter? 

A Yes. 

Q That he must provide any and all — since I 
can’t read your writing, could you go through this 
for us? 

A Sure. "DH," shorthand for David Hale. 

Q Number 2? 

A Yes, "must provide any and all documents in 
his possession on matters about which he is 
questioned or which relate to any issue raised. 

"DH must agree to testify before any grand 
and/or petit jury when USA deems necessary," 3. 

4, "DH must agree to make himself available 
for follow-up interviews when reasonably necessary." 

5, "DH must agree to plead guilty to a 
fraud-related felony (comprehensive-not minimized in 
terms of dollar amount). Latitude on negotiations — 
will not stipulate to lesser amount on present 
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indictment. May ask DH to plead to conspiracy fraud 
instead of a substantive fraud." And jeez, my own 
writing fails me. "If’ something "other than" — "if 
felony other than presently charged, waive indictment 
by grand jury." 

And then 6, "proffer would give use 
immunity to DH if negotiations break down, does not 
mean that he could not be prosecuted for acts, the 
subject of the proffer. Proffer could be used for 
cross-examination of prosecution for perjury or false 
statement. Proffer could not" — I can’t read the 
right column there, "used as evidence of guilt except 
for perjury of false statement." 

7, "if proffer accepted, would make 5K 1.1 
or Rule 35. 5K 1.1 at the time of sentencing. Rule 
35 after sentencing, matter of timing if DH sentenced 
before cooperation completed." 

8, "will not address any sentence 
recommendation at this time. Issue to be revisited 
after proffer. No commitment." 

9, "if there is an agreement between DH and 

USA, no press, a gag." 
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10, "some sums will require more discussion 
and negotiations from the standpoint of DH, 
especially items 5 and 7, perhaps 8." 

11, "USA will extend this offer until close 

of business on November 7, 1993. If no agreement by 
that point in time, any further agreement would be 
subject to possible additional charges and/or change 
in nature of charges." 

12, "restitution added per phone call from 
Michael Johnson later on 10-21-93." 

So I walked out of there that day with 
items 1 through 1 1 that they had dictated to me as 
the terms, and then they called me and I added an 
item 12 to that note. 

Q And was it left after that meeting that you 
were to get back to them with respect to this or they 
were to get back to you? 

A I think 1 was probably to respond to them. 

Q And did you eventually respond to them 
prior to November — 

A I think I responded on November 8. 

Q On November 8? 
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Q That was your response. Did you have any 
telephone conversations or meetings between that 
point? 

A 1 don’t think we did, no. 

Q Okay. Now, by November 8, Ms. Casey had 
recused herself from this matter; is that correct? 

A I think she did it on November 8, if memory 
serves me correctly. 

Q Or at least that’s when it became public, 
on November 8? 

A As 1 recall, 1 thought that I had written a 
letter back to her. 1 wrote her a letter on November 
8. It was number 14 in the package that 1 gave you 
responding — 

Q All right. But in any event, she did not 
respond to this package because by that time she had 
been recused or you had been notified that she had 
recused herself from the matter; correct? 

A Well, as a matter of fact, I delivered this 
letter, and along about 4:00 that afternoon, she and 

I - our offices were in the same building there in 
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Little Rock. Along about 4:00 that afternoon she 
came up to my office with Mr. Mackay and introduced 
me to Mr. Mackay. I had heard earlier that afternoon 
that she was going to recuse herself. 

Q And Mr. Mackay took over the matter at that 
point; correct? 

A Yes. Yes. 

Q Now, during this time period from the time 
you began representing Mr. Hale through November 8, 
you were also having conversations, as you indicated, 
with some officials from the SBA? 

A That’s correct. 

Q Mr. Stevens; correct? 

A That is correct, and others. 

Q Who else did you talk to from the SBA? 

A Cecelia Seay, who was the court-appointed 
receiver there in Arkansas. She was based in 
Fayetteville, Arkansas at that time and at one point 
Mr. Stevens came to my office on one or two occasions 
and brought some other attorneys from up here in 
Washington with him whose names 1 cannot recall. 

Q And did you give Mr. Stevens information 
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with respect to loans or money, investments of 
Capital Management that he should look into? 

A I gave Mr. Stevens some information. 

Q With respect to which transactions? 

A Jeez, I couldn’t tell you. Mr. Hale and I 
met Mr. Stevens and his team at the offices of 
Capital Management sometime in late September. It 
was after the indictment, shortly after the 
indictment, at which time the representatives of SBA 
and Mr. Stevens commenced their inventory and took 
custody of the records of Capital Management 
Services. 

Q And they -- 

A Mr. Stevens and I subsequently had some 
meetings with Mrs. Seay, and I think there were 
another, oh, two or three attorneys from the SBA 
involved, at which we discussed some of the loan 
transactions. I could not begin to tell you. They 
were numerous. 

Q Do you recall whether you discussed Castle 
Sewer & Water and Madison? 

A We discussed Castle Sewer & Water. I 
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believe we discussed the South Loop loan. I believe 
we discussed the Susan McDougal Master Marketing 
loan. There were many others that were discussed. 

Q What about Steve Smith’s loan? 

A I can’t tell you for sure. It could have 
very well come up in the conversation. As I 
remember, most all of the transactions that were 
listed by file on the search warrant and records that 
had been seized by the FBI and U.S. Attorney back in 
July were discussed. I couldn’t begin to tell you, 
sir. It was very extensive. There may be some 
correspondence back and forth that would tell us 
that, but I just can’t recall at this point. 

MR. GICALE: Off the record for a second. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Now, I would like to go through a couple of 
things. With respect to Fletcher Jackson, have you 
testified today to all of the discussions you had 
with him from the time you became involved in this to 
November 8, when Paula Casey recused herself? 

A I don’t think so. 
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Q Have you testified to all the things with 
respect to plea negotiations, the conversations? 

A Yes. I’ve given you the substance and 
content of any significant contact I had with 
Fletcher that I can recall on the subject of plea 
negotiations, because Fletcher and I just didn’t get 
very far on the plea negotiations. 

Q And with respect to Paula Casey, you had 
the conversation on September 7 and you exchanged 
some letters. And then you had another meeting in 
October sometime? 

A October and some other isolated phone 
conversations. That was the substance of our 
contact. 

Q And with respect to Michael Johnson, other 
than the meeting on September 7, 1993, the exchange 
of letters and phone calls between September 15 and 
September 21, 1993 and the meeting on October 21, 

1993, were there any other discussions with him with 
respect to a plea disposition for your client, 

Mr. Hale? 

A Well, no, sir, nothing of significance 1 
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can recall. If you’ll understand, their office and 
my office were in the same building. We would see 
each other going to and from the parking deck every 
day, or getting in the elevator in the mornings. 

And, you know, 1 can’t tell you, sir, that there 
wasn’t a time where the subject came up, but 1 don’t 
recall anything of any significance that transpired 
about it. You know, I would see Fletcher Jackson 
every day. I’d see Michael Johnson most days. I’d 
see Paula Casey a lot of days. You know, there would 
be a passing reference, I’m certain, but nothing of 
any significance. 

Q Did you have any other conversations with 
Steve Irons? 

A Oh, I’ve had many, many conversations with 
Steve Irons. 

Q When you first began representing Mr. Hale 
in August and November 8, when Paula Casey recused 
herself? 

A I only recall the one or two conversations 
that I had with Mr. Irons early on. 

Q And that was where you called him up about 
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a potential plea disposition? 

A I freaked out the whole FBI office out 
there by calling him and doing that. Nobody had ever 
heard of anyone trying to negotiate a deal with the 
FBI before. 

Q Now, that conversation with him was in 
August; correct? 

A It could have been September. I think it 
was August. It was early on. 1 remember that. 

Q Did you have any conversations with anyone 
else in the White House other than Mr. Kennedy? 

A About this subject? 

Q Right. 

A I had two brief phone conversations that I 
have described with Mr. Kennedy. 

MR. GICALE: At this point in time, we’ll 
go off the record. 

(Discussion off the record.) 

MR. BEN-VENISTE: We’re going to take a 
short break and then Mr. Gicale has graciously 
consented to accommodate our schedule because of 
meetings later this afternoon with our clients, to 
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question until we need to leave for that meeting, 
which will be about 5:00. 

MR. GICALE: But Lance will stay on? 

MR. BEN-VENISTE: Lance Cole will stay in 
so that we don’t lose any time during the course of 
that meeting. 

(Recess.) 

EXAMINATION 

BY MR. BEN-VENISTE: 

Q Mr. Coleman, let me go back a bit because I 
missed the beginning of this deposition because I was 
in the ongoing hearings today. But I would like to 
spend a little time talking about your prior 
relationship with the U.S. Attorney’s office in 
Little Rock through your practice. You may have 
covered some of this so forgive me, but back in 1993, 
what was the breakdown in your practice between civil 
and criminal? 

A Probably -- let me think and give you as 
accurate an answer as I can give you. 

In 1993, I would say that it was probably 
about 80 percent, 90 percent civil and the remainder 


41-381 97-29 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7476 


89 

criminal, except at certain times. If I talk over 
the long haul, that was probably it. At certain 
times, especially 1993, a lot of my time had been 
consumed in white-collar criminal cases from the 
time, oh, ’91 to ’93 because of the bank and S&L 
failures in the state of Arkansas and criminal 
prosecutions arising out of those. I had handled 
some criminal defense work associated with that. So 
in ’93 it was fairly heavy with other cases. 

Q So from ’91 to ’93, given the climate of 
the times, you were involved in criminal matters 
relating to bank failures in Arkansas? 

A White-collar type criminal defense work, 

yes. 

Q And had you tried any cases in the interim? 

A Criminal cases? 

Q Yes. 

A Of that sort? 

Q Right. 

A I do not recall that I did, no. 

Q Had you had any prior professional 
relationship or dealings with Fletcher Jackson? 
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A Off and on over the years, yes. 

Q And you knew him to be a career prosecutor 
in that office? 

A He was a career prosecutor. He left my old 
law firm and went to the prosecutor’s office and 
stayed there ever since. 

Q And had you been in the law firm at the 
time that Mr. Jackson was there? 

A We met each other in the door, just about, 
in the early ’70s. I joined, he left. 

Q And it was a pretty well-known fact that he 
had determined to make his career as a government 
attorney? 

A That was very well known. 

Q Now, had you had professional dealings with 
Paula Casey prior to her nomination as United States 
Attorney? 

A In terms of handling lawsuits against one 
another, anything of that sort, no. 

Q Indeed, her background was on the 
professorial side and with a heavy emphasis on legal 
clinics for public defender type of work? 
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A Correct. 

Q And that was a well-known fact? 

A I would agree with that. 

Q Was she known to you as a highly political 
type of person in terms of party politics? 

A If I had to put her on a scale, yes. 

Q How would you rate her? 

A Well, just based on general reputation, 1 
know Paula had worked for Bumpers up here, I think, 
for a good while, and I knew that she and Gil had 
been the subjects of various politically related 
appointments along the line for a number of years. 

Q And you knew that she had left Senator 
Bumpers’s staff and had moved back to Arkansas? 

A Yes. 

Q And had accepted a position at the 
university? 

A I was aware of that. 

Q Let me go to the question of when you were 
first retained by David Hale. Were you retained 
before or after the search warrant? 

A After. 
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Q Did he have counsel prior to the execution 
of the search warrant? 

A No. 

Q Did this come as a total shock — 

A For purposes of that case, no. 

Q Right. So was he aware he was under 
investigation, as far as you knew? 

A Without going into my conversations with 
him, I think I would generally say no. 

Q And after the execution of the search 
warrant, did you have occasion to learn the genesis 
of the investigation, how it came to be that he 
became the focus? 

A Some, not totally. 

Q And what did you learn? 

A I learned that the investigation that 
resulted in the ’93 circumstances had started earlier 
that year as the result of some referrals from the 
SBA to the Justice Department. 

Q And there was an informant or some person 
providing information who was involved in that 
situation that then had information relating to 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7478 


93 

Mr. Hale? 

A I never was aware of an informant situation 
being at the root of that investigation. It was my 
impression that it came through official SBA channels 
of their evaluation of Capital Management Services, 
which led to the discovery of information which 
resulted in the criminal investigation. 

Q Okay. I didn’t mean to suggest to you that 
there was an informant. 1 thought that was implicit 
in the answer to my prior question. 

So you learned that somehow Capital 
Management had come up in the course of an unrelated 
investigation by SBA? 

A Well, SBA conducted routine examinations of 
the various SBIC entities around the country, 
including Capital Management, and as a result of 
information gathered during one of those routine 
examinations, that spawned the criminal. That’s my 
understanding of it/ 

Q And that was in 1993? 

A As I understood, it was earlier in the year 
of 1993. 
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Q So that having all of that information in 
hand, Mr. Hale is the object of a search warrant 
where documents are taken from his place of business; 
correct? 

A Correct. 

Q Were they taken from his home as well or 
just the place of business? 

A Place of business. 

Q And shortly thereafter, I take it, you were 
consulted, this got his attention? 

A That happened July 20, 21, and I was 
consulted approximately August 10 or 1 1. 

Q And at that time you had the opportunity to 
speak with Mr. Hale and to learn as much as you could 
about the circumstances. What was the next thing 
that you did after that? 

A After what now? I’m not following you. 

Q After you were retained by Mr. Hale. 

A The first thing I did was I went to see 
Fletcher Jackson. 

Q Okay. Was it at that moment that you 
decided that you would like to make a deal? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7479 


95 

A At that point in time, no, but that is 
always a consideration, and it came up briefly in the 
first conversation. 

Q And how did it come up? 

A 1 think 1 inquired of Fletcher. He 
expressed some high degree of confidence in his case 
against Mr. Hale based on what was on the table at 
that point in time. Without making any commitment or 
evaluation of whether he was right, wrong or 
indifferent -- 1 didn’t know enough to know — 1 
asked the question about the government’s willingness 
to negotiate. 

Q And at that point were you relatively 
confident that you had a firm handle on what his 
liability was in terms of what the government was 
investigating? 

A No. 

Q So that was kind of an open-ended question? 

A I met Mr. Hale for about 30 minutes one 
day. He came in unannounced, unanticipated. The 
next morning 1 met with Mr. Jackson. I had had very 
little opportunity to prepare or educate myself as to 
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what was going on at that point in time. 

Q So it would be fair to say, then, wouldn’t 
it, that your first meeting with Mr. Jackson was to 
try to find out as much information about this case 
as Mr. Jackson would be willing to provide you? 

A The lawyer that had referred this case to 
me advised me that an indictment of Mr. Hale was 
imminent, that he was fast tracked and therefore, it 
was my objective to meet with Mr. Jackson and to see 
exactly, as best he could tell me, what was the 
status of his case, what his timetable was, gee, do 
you have to do it this rapidly, let’s step back and 
take a look at it and that sort of thing. That was 
the context of our first conversation. 

Q You wanted to buy some time if you could? 

A Sure. 

Q And who is the attorney who had represented 
Mr. Hale before or who had referred the case to you? 

A Well, a gentleman by the name of Dale 
Price. 

Q Did he stay in the case? 

A No, huh-uh. 
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Q Was he a criminal lawyer, a lawyer with 
criminal experience? 

A Mr. Price is a former partner of mine, and 
yes, he had been a preeminent criminal trial attorney 
in our area. 

Q Now, I’m not going to, obviously, ask you 
about what happened with the information you got from 
Mr. Jackson vis-a-vis conversations with your client, 
but did you then come back to Mr. Jackson — 

A Yes. 

Q — and approximately how long a period went 
by? 

A A day, two days max. 

Q When did Mr. Jackson tell you his start 
date for grand jury action was? 

A At the first meeting. 

Q When would that have been in connection 
with your meeting with him? 

A That was at the first meeting that I had 
with him on I’ll say August 1 1 or 12, and he told me 
that it was going to happen - I think habitually our 
grand juries return the third Tuesday of the month, 
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and that would be September was when his grand jury 
was going to meet and he was going to seek the return 
of an indictment on Mr. Hale. 

Q And he had presumably had the opportunity, 
or would have in the interim between then and the 
grand jury’s meeting, had the opportunity to digest 
and review the records which had been the subject of 
the search warrant? 

A What he did or didn’t do, I don’t know. 

Q Now, what did you say to him the next day? 

A In our first meeting, we had a fairly 
extensive discussion on timing, do you have to do it 
this rapidly. Search warrant was just executed July 
21. Here we are August 10, 11, you’re going to 
indict him on September 20 or 21. 1 don’t have much 
time to get my feet wet nor for us to explore any 
alternatives. Things of that sort. 

At that meeting we had a brief discussion 
about his willingness to negotiate, assuming there 
was no reason to do that, it just came up in the 
conversation as it does routinely in those type 
settings between defense and prosecution, as I’m sure 
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you’re aware. 

I had known him for a number of years. He 
told me 1 didn’t know what I was getting into at that 
first meeting. And I said I’ve been around the block 
a time or two, 1 know what’s going on. So I go visit 
with my client, and without going into all that, I 
became aware of what 1 was getting into. 

Mr. Jackson and 1 had another meeting like 
the next day. This happened in three successive 
days, as I recall. And I went back to Mr. Fletcher 
and told him there might have been some validity to 
his statement that I didn’t know what I was getting 
into. 

By that point in time, as 1 stated to this 
gentleman earlier, based on the content of the 
records that were seized in the execution of the 
search warrant, conversations with my client, I then 
went to Mr. Jackson because I had a better 
appreciation of the scope of what was involved and 
told him that I would like to see if there wasn’t 
some way we could defer the indictment process or 
waive statute of limitations if he felt like the 
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statute of limitations. Was a problem for him, I 
told him we would waive statute of limitations. 

We discussed alternatives of indict and 
seal the indictment, anything that would preserve the 
confidentiality of his investigation of Mr. Hale up 
through that point in time that would give Mr. Hale 
an opportunity to participate and cooperate in an 
investigation of others and other transactions and 
circumstances, and to attempt to negotiate some sort 
of negotiated plea to something. 

Now, that was the purpose of my second 
meeting with Mr. Jackson. 

Q So that you’re saying you were prepared to 
take a felony indictment, as long as it were sealed? 

Is that what you’re saying? 

A That was a possibility that we discussed, 
among others. 1 won’t tell you here today that we 
were willing to accept that as a matter of principle, 
but it was certainly something that was thrown out 
and suggested. 

Q Often attorneys try to test the waters. 

That’s one of the things that if they’re experienced. 
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their client is paying for, the ability to 
outmaneuver the other side if they can. You were 
trying to cut the best possible arrangement as you 
were learning the case and learning the amount of 
evidence that the government claimed to have against 
your client and weigh that against what your client 
was telling you. You thought, okay, the 
circumstances are that this may not be a defensible 
case from my standpoint. Let’s see what I can do. 

Is that a fair summary of where you were? 

A Fair analysis, yes. 

Q So as of the second meeting, you put on the 
table, well, if my client can provide you with 
cooperation, and I’m telling you that he’s got some 
stuff to cooperate on, I would like you to in return 
give him immunity. That was your first position? 

A That was discussed, yes. 

Q How long was it until you fell back to a 
position that your client was willing to plead to a 
misdemeanor? 

A It is my memory that there were several 

different alternatives discussed at my second meeting 
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with Fletcher Jackson as to what could be done to 
facilitate an arrangement between he and the 
government. There was discussed a waiver of statute 
of limitations, misdemeanor, seal an indictment. 

There were several things discussed at that 
point in time. 

Q So you’re saying you may have already moved 
by the second meeting from immunity to we’ll take a 
misdemeanor? 

A I am not telling you that I made that as a 
proposal, formal proposal. 1 am telling you that 
there was a discussion along the lines of, Fletcher, 
what if we did this, what if we did that. 

Q So 1 take it by the fact you moved to 
misdemeanor, he wasn’t red hot to grant you immunity 
in return for some cooperation that you were talking 
about? 

A As it turned out, he was not red hot to 
offer me anything -- 

Q Well, we’ll get to the — 

A - at that day, at that meeting. 

Q We’ll get to everything else in due course, 
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but it seems to me if you put misdemeanor on the 
table, immunity kind of got laughed off the table 
pretty soon, you didn’t feel that was going to be a 
viable alternative? 

A No, I didn’t get a response. It wasn’t 
laughed off the table. It just wasn’t responded to 
because he told me he wasn’t going to do anything, 
that it was not his decision to make and he wasn’t 
going to do it. 

Q Didn’t he tell you that he wanted a felony 
plea as a minimum from your client at some point? 

A That was virtually always the position of 
that office definitively from September 7 forward, 
not prior to, because he and 1 never got to that 
point. 

Q Well, so you kept telling him things that 
you were prepared to do and he told you what he was 
going to do was indict your client? 

A That is correct. 

Q And you didn’t offer him unqualified 

cooperation, my client will walk into the machine 
guns and take whatever hits he takes, but he wants 

104 

you to have this information because he’s sorry for 
the bad things he’s done and wants to demonstrate 
that remorse by being fully cooperative with no 
strings attached? 

A I never made an unqualified offer of 
cooperation on behalf of my client. 

Q So let’s move to the 7th of September. 

You’ve got a couple of weeks before the grand jury is 
going to sit, and it’s your understanding they are 
going to return an indictment against your client; 
correct? 

A Yes. 

Q Did you ever research and present the kind 
of a misdemeanor you thought your client could plead 
to under the fact circumstances? 

A Did 1 present to them a charge? No. 

Q Had you had one in mind at that point? 

A Specifically as it related to Mr. Hale, no. 

Q Well, you know, there are misdemeanors left 
in the U.S. Code, although they become more and more 
difficult to find. 

A Yes, they are. 
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Q I’m just wondering whether you had 
identified any kind of misdemeanor that would 
remotely cover the conduct that the government said 
was unlawful? 

A At that point in time, no. 

Q Okay. And did you at any point in time 
prior to his indictment propose a specific 
misdemeanor? 

A No. 

Q So - 

A We never got that close. 

Q By the 7th and into the month of 
September -- 

A 1 will say in my experience that if the 
prosecution and defense get to a meeting of the minds 
on misdemeanor, I have had experience in other cases 
to where we both go to the book and find a 
misdemeanor if that’s what we want to do. 

Q Try to get one of Cinderella’s stepsisters 
to shove her foot into that misdemeanor slipper, if 
you can? 

A There are records keeping misdemeanors, 
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there are all kinds of misdemeanors. 

Q In that sometimes if the occasion warrants, 
people can be very creative in making the offense fit 
into some kind of a lesser charge. Is that what 
you’re saying? 

A That can happen. 

Q In this case it didn’t happen, as we know? 

A Didn’t happen. 

Q You were told that bottom line your 

client’s conduct in the eyes of the U.S. Attorney’s 
office was serious and warranted a felony plea? 

A That was their position. 

Q Now, at that point or at some point 
thereafter, you called Mr. Irons on the telephone? 

A Correct. 

Q Had you known him previously? 

A No. 

Q But you knew that he was the FBI agent who 
was involved at least in some aspect of this case by 
reason of his involvement in executing the search 
warrant, I presume? 

A Yes. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7485 


107 

Q What did you say to Mr. Irons? 

A I told Mr. Irons that basically, the U.S. 

Attorney’s office was riding like the headless 
horseman and I got no clear definitive response from 
anyone. Even Fletcher Jackson had told me in one of 
our meetings when 1 asked him if he refused to even 
make a decision or to discuss it with me, whom should 
I go to, he mentioned the FBI. And he said you can 
go talk to them. It’s unusual, I’d never done it 
before, but I thought why not. 

Q Now, do you recall approximately when you 
had this conversation on the telephone with Agent 
Irons? 

A It would have been late August, as I 
recall. 

Q And in that regard, did you say I would 
like to come in and proffer my client to you, you 
listen to him, you make up your mind? 

A I’m sure that the terms were used that I 
would like to find an avenue to negotiate some sort 
of deal for Mr. Hale. 

Q So rather than the approach that I 
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suggested — 

A I have no memory of using exactly the 
approach that you suggested. There are probably 
elements of — you know, as you know from years of 
practicing law yourself, it’s not a clear cut, 
distinctive process like that. 

Q You made known that your client had 
information to give? 

A Yes, sir. 

Q And you told Agent Irons, if I understand 
from other material we’ve seen, that you were 
dissatisfied with the approach that the U.S. 

Attorney’s office had taken, which was by that point 
you’re going to have to plead to a felony, and if you 
want consideration for cooperation, you’re going to 
have to make us a proffer? 

A The U.S. Attorney’s position was before it 
would be, in essence, discussed any further, Mr. Hale 
had to enter a plea of guilty to a felony charge of 
some type. We would make our proffer and then we 
would determine what that was worth. 

Q So essentially they were saying, look, this 
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is felony conduct, we are not buying a pig in a poke, 
we’re not going to make a deal before we learn what 
the information is. Fair summary? 

A Well, it depends on what time frame you’re 
talking about. 

Q At the time you talked to Agent Irons. 

A At that point in time, I’m not sure it was 
even that well defined. 

Q Well, Agent Irons, if I understand, told 
you look, I’m with the program, with the U.S. 
Attorney’s office, my view is that your client is 
going to have to plead to a felony and if you want 
any consideration, you’re going to have to make a 
proffer, you’re going to have to let us know what 
your client is talking about? 

A I recall Mr. Irons telling me that he 
thought my client had some serious problems and that 
he was going to have to plead to a felony before 
anything would be done. That’s what I recall. 

Q So you didn’t make an offer to Agent Irons 
that said in substance, well, let me tell you what my 
guy is talking about, let me make him available or 

let me tell you what he’s got to say? 

A No. 
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Q Now, time goes by — 

A He didn’t encourage me to do that because 
he did not feel like he was the one to make that kind 
of decision or to receive that kind of proffer in 
that setting, as I recall. 

Q Well, he would not agree to your terms, 
your preconditions, for receiving a proffer? That’s 
fair to say? 

A I don’t know that we ever got into a 
bargaining or negotiation on that point. What I read 
his reaction to be was this is outside the scope of 
my job, and that would have to go through the U.S. 
Attorney’s office. 

Q Now, at that point 1 think Mr. Gicale asked 
you whether you knew where the Department of Justice 
made its headquarters and how to make a phone call up 
here and how to visit if you were so inclined. I 
take it you did not seriously consider leapfrogging 
the U.S. Attorney’s office in Little Rock and coming 
up to Washington to talk to career attorneys at the 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7487 


111 

Department of Justice about whether they would have a 
different take on the situation than Little Rock U.S. 
Attorney’s office was providing to you? 

A Did I consider that as a possibility? 

Q Okay. 

A Did I consider it at all? 

Q Yes. 

A I can’t say it wasn’t considered. 

Q Considered and rejected? Obviously not 
favorably acted upon. 

A Considered and deemed that it would be 
ineffective. 

Q Now, had you had any contact over the years 
with the professional core at the Department of 
Justice criminal division, by which 1 mean the people 
who have been here for decades through all 
Republican, Democratic Administrations as career 
Department of Justice executives? 

A I do not believe that 1 have. 

Q Did you know that such individuals existed 
as a life form up here? 

A I gathered that there would be individuals 
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who would have existed as a life form like that up 
here, as they did in Little Rock, Arkansas. 

Q And you did not think that that was a 
feasible or practical or viable alternative to the 
stalemate of your negotiations with Little Rock? 

A No. 

Q Tell me, if you would, how it came to be 
that you got in contact with Jeff Gerth at The New 
York Times. 

A I knew that Mr. Gerth had done some 
spadework on real estate up in north Arkansas on the 
Clintons back in ’92 and from that, figured he would 
be a source that would be a little bit ahead of the 
power curve in terms of education. 

Q When did you determine that you would 
contact him? 

A Sometime a week or so after my September 7 
meeting with Paula Casey and Michael Johnson. 

Q And if I heard you correctly earlier, you 
stated that you and your client determined that if 
you were going to get indicted, that the best defense 
would be a good offense, and you would get your story 
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out through Mr. Gerth? 

A Basically. 

Q How long between the time that you first 
contacted Mr. Gerth did you meet with him? 

A Within the next day or two. 

Q And when did that meeting take place? 

A Well, 1 would say that that would have been 
sometime right around the middle of September. 

Q And did the meeting take place in your 
office or where did you actually meet? 

A In my office. 

Q Had you established some ground rules 
before the meeting? 

A Yes, sir. 

Q What were those ground rules? 

A Basically that it would be confidential in 
terms of the fact that — well, in fact, I don’t 
think there was. I don’t think there were any real 
hard and fast ground rules set for that. 

Q Who was present at the meeting? 

A Mr. Hale, Mr. Gerth and myself. 

Q Was Mr. Gerth allowed to tape record the 

114 

meeting? 

A He didn’t tape record the meeting. 

Q Did he ask to? 

A 1 don’t recall him asking to. 

Q Took notes? 

A Took notes as far as I recall. 

Q And you didn’t restrict him in that regard? 

A No, sir. 

Q Did you take notes? 

A No, sir. 

Q And what time of day did you get started? 

A I don’t recall. Sometime midmoming, close 
to noon. 

Q And had he come in the night before? 

A l don’t recall. 1 think he came in that 
morning. 

Q And how long did he stay in town that time, 
do you recall? 

A I have no idea. 

Q So you started around noon, did you say? 

A Sometime around that point in time, yes. 

Q And how long did you go? 
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A Most of the day. 

Q And what time did you break, do you recall? 

A I don’t have any idea. 

Q Did you have dinner together? 

A No. 

Q Did you have sandwiches brought in or did 
you start afterwards? 

A 1 don’t recall. 

Q Were there any restrictions on Mr. Gerth 
asking Mr. Hale questions? 

A I don’t recall whether there were or not. 

Q And do you recall at any point your saying 
to Mr. Gerth that’s off limits, you can’t get into 
that? 

A Might have been an area or two. 

Q Do you recall any? 

A Not as I sit here today, no, sir. 

Q Nothing that stands out in your mind? 

A No, sir. 

Q And did Mr. Hale have documents with him? 

A I don’t recall whether Mr. Hale had any 
documents with him at that point in time or not. 1 
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don’t think he did. 

Q Did you have documents in the office for 
Mr. Hale to use? 

A 1 don’t think I did, no, sir. 

Q Did Mr. Gerth request to see any documents? 

A At that point in time, I don’t recall 
whether he did or not. 

Q Did you see him again after that first 
meeting? 

A Did I see him, yes. 

Q When did you see him again? 

A 1 don’t recall. It would have been later 
that month, I suspect. 

Q Did he make arrangements or did Mr. Hale in 
fact, see Mr. Gerth again after that first meeting in 
mid-September? 

A Did Mr. Hale? 

Q Yes. 

A Yes. 

Q When did he see him? 

A Later in September. 

Q After the indictment or before? 
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A I don’t recall. Probably after. 

Q Was that by prearrangement through you? 

A Yes. 

Q Was there a requirement as part of the 
ground rules, if there were any ground rules, and 
maybe this refreshes your recollection on that point, 
as to whether Mr. Gerth could contact Mr. Hale 
directly from this point? 

A I do not recall. There came a time where 
Mr. Gerth and Mr. Hale communicated directly. 

Q Do you recall when that was? 

A 1 sure don’t. 

Q But was it roughly in the same time frame? 

A I don’t think so. I think that came later. 

Q Now, your intention was to try to save 
Mr. Hale his law license if that was possible, part 
of your initial strategy in dealing with the U.S. 

Attorney’s office; is that correct? 

A That was a consideration. 

Q So the distinction between felony and 
misdemeanor might well involve whether Mr. Hale would 
lose his license to practice law and might also 
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implicate any length of time that he might spend in 
jail; correct? 

A Obviously there is a possibility of a 
distinction between the time you would spend in jail, 
felony versus misdemeanor. 

Q Were there any considerations other than 
the ones I’ve mentioned in the equation felony versus 
misdemeanor? 

A Mr. Hale’s ability to retain his judgeship. 

Q Did you think that was really in the 
picture? 

A If you don’t ask, you don’t receive. 

Q That’s a pretty optimistic type of — 

A It’s easier to come down than it is to go 
up. 

Q Do you use the term down in Little Rock 
"chutzpah" very much? 

A I’ve heard it utilized. 

Q Would it have been feasible for Mr. Hale, 
if he had pled to a misdemeanor count down in Little 
Rock, to retain his judgeship? 

A Possible. 
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Q Okay. 

A Not probable, but possible. 

Q You’d have to find -- 

A Certainly went more to his law license. 

Q You’d have to find a pretty benign 
misdemeanor, in my view. 1 might learn something 
from you about this. 

A Well, you may. But you don’t ask, you 
don’t get it. 

Q Okay. So law license, judgeship and length 
of incarceration. Was there anything else in the 
mix? 

A As far as impact on Mr. Hale? 

Q Well, the distinction between misdemeanor 
and felony, obviously, on Mr. Hale. 

A The degree of confidence or trust that 
Mr. Hale had in the utilization of information that 
he might be able to provide was a consideration. 

Q Is that in the mix between misdemeanor and 
felony or is that just a general concern that he had 
in connection with any cooperation agreement he might 
enter into? 
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A That was a consideration that permeated the 
entirety of the thought process at that point in 
time. 

Q Now, there wouldn’t be any way, 
practically, to know how the U.S. Attorney’s office 
or the FBI would follow up on the information until 
he provided the information. That’s fair to say, 
isn’t it? 

A 1 don’t know that there is any way to know 
what any investigative authority is going to do with 
the information that a client provides. That is 
something that is developed in the negotiation 
process and is ultimately arrived at as a degree of 
whatever you feel the trust and commitment to be, by 
the prosecutor. 

Q Well, it’s also, at least in my experience, 
a function of how good the information is and how 
much it warrants committing resources to. Wouldn’t 
you agree with that? 

A The quality of the information has a degree 
of impact on what the prosecution does with it and 
how it’s regarded by the court at sentencing. 
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Q So at this point in mid-September, 

Mr. Gerth has met with Mr. Hale and you and there are 
no inhibitions on what he might do with the 
information, but did he tell you what he was going to 
do? 

A Not that I recall. 

Q Well, what was the strategy, from your 
point of view, in terms of getting your side of the 
story out, since that was the reason why you had 
contacted him, you wanted to be able to make some 
kind of preemptive strike? 

A To attempt to preserve some degree of 
credibility for Mr. Hale for whatever might lie down 
the road so that by the time the information that 
Mr. Hale had became public or was used in some 
fashion, Mr. Hale would be something other than 
merely a convicted felon. 

Q Now, it has come to our attention that 
Mr. Gerth contacted an individual at the Department 
of Justice in Washington following his meeting with 
Mr. Hale and provided that individual with certain 
information that he had received, presumably in the 
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meeting that you have described for us. Did he tell 
you that he was going to contact an individual in the 
Department of Justice? 

A No. 

Q Mr. Hale also contacted - I’m sorry, 
strike that. 

Mr. Gerth also contacted an individual in 
the Little Rock FBI office following his meeting with 
Mr. Hale. Did he tell you that he was going to do 
that? 

A No. 

Q Did he tell you after the fact that he had 
contacted either the Department of Justice in 
Washington or the FBI in Little Rock? 

A I do not recall that he did. I do not 
recall that he told me that he contacted anybody at 
the FBI in Little Rock. I don’t recall him telling 
me he contacted anybody at the Justice Department up 
here. 

Q Did, to the best of your knowledge, 

Mr. Hale hold back any information when he met with 
Mr. Gerth? 
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A There were probably areas that were not 
discussed. 

Q Do you recall any specifically? 

A Not as I sit here today. 

Q Was there an arrangement between you and 
Mr. Hale that he would withhold certain designated 
areas? 

A Well, without going into what Mr. Hale and 
I discussed, the end product of it would be that, as 
we say down in our part of the country, you got to 
save something for the wedding, assuming there is 
one. 

Q Did you have a concern that Mr. Hale 
providing all of this information to Mr. Gerth in 
your presence might somehow interfere with any later 
claim you might wish to make about attorney-client 
confidentiality? 

A Yes, sir. 

Q And do you feel that there is any area of 
attorney-client confidentiality left on substantive 
matters for Mr. Hale? 

A At this point, given his cooperation, I 
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can’t imagine what in the world it would be. 

Q I agree with you. 

A He’s more the government’s than mine. 

Q Do you still represent Mr. Hale? 

A I remain on the record as his attorney, 

yes. 

Q Now, clearly you were unable to reach 
agreement prior to the time -- on a disposition of 
the charges against Mr. Hale prior to the time that a 
special attorney from the Department of Justice was 
designated to assume responsibility for that matter. 

A Yes, yes. I didn’t realize you were 
through with your question. 

Q You then began to have plea negotiations 
with Mr. Mackay from the Department of Justice; 
correct? 

A Began to, yes. 

Q And do you recall how long Mr. Mackay was 
in the picture? 

A From November 8 to sometime around the 
middle of January of 1994. 

MR. GICALE: Off the record for one 
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second. 

(Discussion off the record.) 

BY MR. BEN-VENISTE: 

Q From the time, roughly two months, that 
Mr. Mackay had responsibility, is it correct that you 
were unable to reach a plea agreement? 

A Correct. 

Q Now, Mr. Mackay removed certain 
prerequisites that you had objected to in your 
dealings with the U.S. Attorney’s office; isn’t that 
so? 

A What do you mean? I don’t follow your 
question. 

Q Well, one of the things you wanted the U.S. 
Attorney to do is to have an open mind and not be so 
all-fired sure that come hell or high water, Mr. Hale 
was going to have to enter a plea to a felony; 
correct? 

A I remember Mr. Mackay telling me that he 
would keep an open mind. 

Q And didn’t he put that in writing, as they 
say in telephone wars nowadays? He sent you a letter 
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and said that? 

A I think he sent me a letter to that 
effect. If I got it from him, I gave it to you. 

Q But you did not make a proffer to 
Mr. Mackay? 

A No, sir, I didn’t. 

Q And this was at a point well after you had 
made Mr. Hale available to The New York Times for all 
intents and purposes? 

A Yes. 

Q And can you say why it was you were 
unwilling to make a proffer to Mr. Mackay? 

A Well, basically, you do what your client 
wishes. 

MR. GICALE: Again, I’m going to object. 

THE WITNESS: Are you asking for my 
analysis of that? As one conducting the 
negotiation? 

MR. BEN-VENISTE: Yes. 

Do you have a problem? 

MR. GICALE: My objection is if it gets 
into certain client privileged — 
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THE WITNESS: I don’t mind answering that 
question. 

MR. BEN-VENISTE: You’re asserting the 
attorney-client privilege for Mr. Hale? 

MR. GICALE: No, no ~ but off the record. 

(Discussion off the record.) 

THE WITNESS: I wrote Mr. Mackay a letter 
sometime in December, as I remember, telling him what 
my position was. 

BY MR. BEN-VENISTE: 

Q Now, my initial question was, having made 
your client available to The New York Times, having 
heard from Mr. Mackay that he would keep an open mind 
on the areas that you objected to, which was 
principally that he’d have to plead to a felony, 

Mr. Mackay was telling you well -- I mean, listen, 

I’ll make up my mind after I hear what he’s got to 
say, what was the impediment to you taking Mr. Mackay 
up on his offer? 

A The impediment, chiefly, I think I set out' 
in a letter to him in December, which I viewed as an 
ongoing part of our ongoing negotiations, that if we 
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could establish some parameters that he would 
consider on recommendation for sentencing, things of 
that sort. I think Mr. Mackay’s word to me was let’s 
take the wrapper off the package and take a look at 
it. 

And I think my response to him was, 

Mr. Mackay, when we’ve taken the wrapper off all the 
package and looked at it, you know, could you give me 
an idea if you like it, what you might do. That’s 
where Mr. Mackay and I sort of were, as I recall, 
when he exited the picture. 

Q So you wanted something more specific from 
Mr. Mackay than I’ll keep an open mind, I’m not wed 
to a felony? 

A And my client wanted his assurances that 
the decision as to the utilization of information and 
what would be done with it, that Mr. Mackay was 
pretty much independent, as far as that went, of any 
other influences and I think I had requested 
something of that sort from Mr. Mackay also. 

Q Well, let’s see. Mr. Mackay in his letter 
to you of December 15, in his last paragraph, said 
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"finally, we wish to emphasize, as we did in today’s 
meeting, that we come to this case with an open 
mind. We remain interested in obtaining by proffer," 
and that’s set off in commas, "any information your 
client has to offer and welcome any ideas you have 
for a mutually beneficial resolution of this 
matter." 

Then you responded to him — 

A Let me see his letter if I could. 

Q Surely. 

(Witness reviewed the document.) 

You’ve had a chance to review your 
correspondence? 

A Yes. 

Q Please feel free to do that at any time 
during this deposition. This is not a memory test. 

If you have a document that you think will be helpful 
to you, please consult it. 

So I’ve read to you from Mr. Mackay’s 
letter to you of December 15. Did you respond to him 
in writing? 

A Apparently Mr. Mackay and I had some 
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additional communication, because I wrote him on 
January 13, ’94 and I had gotten another letter from 
him January 3, ’94 and I had met with him on January 
4 ’94. When I reviewed my files I did not apparently 
pick up or have a copy of his letter to me of January 
3, 1994 - 

Q Would you like to see it? We have one 
here. 

A — or I would have included it in here. 

Q I’d be pleased to show you ours. 

(Witness reviewed the document.) 

A All right. 

Q Now what do you recall? 

A Give me a question. 

Q Okay. He gave you the opportunity by his 
letter to make your proffer and he would, on behalf 
of the Department of Justice, maintain an open mind 
as to whether or not a felony plea would be 
required. 

A And I responded to him. Apparently he and 
I had a phone conversation on January 4, or a meeting 
on January 4, the content of which, as I sit here 
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today, I do not recall, and then I responded to him 
on January 13 by letter. 

Q And he wrote you a letter on the 3rd of 
January? 

A He wrote me a letter on the 3rd. 

Apparently he and I met on the 4th and I wrote him a 
letter back on the 13th of January. 

Q Okay. So your response to all that had 
gone before was summarized in your letter of January 
13? 

A Basically that was it, yes, sir. 

Q Now, your concern, if I understand your 
January 13 letter -- and I’m clearly paraphrasing at 
this point and not quoting — is that once Mr. Hale 
made a proffer, it would still be up to the 
government to decide how much credit to give him for 
making that proffer and that the government might 
still choose to prosecute him for felony? 

A He was already being prosecuted for a 
felony. 

Q Choose to continue to demand the felony 
plea or go to trial. 1 mean -- 
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A Sure. 

Q That was an option for Mr. Hale, go to 
trial if you want to? 

A Absolutely. 

Q I’m sure somebody along the way pointed 
that out to you. 

A Didn’t have to point it out to me. 

Q Well, they usually point it out to you 
anyway, even if they don’t have to. That’s been my 
experience. If you don’t like what we’re putting on 
the table, just go to trial. 

Did you have a trial date? 

A We had one. Had a couple of them, as I 
recall. One was the standard you got 30 days from 
the date of your arraignment to defend a case we’ve 
been working on for months, and then I think we -- 

Q That’s characterized as an important right 
of the defendant to a speedy trial? 

A To a speedy trial that few defendants ever 
want. And then we had another trial date. 

Q When was the other trial date? 

A I can’t remember. It was sometime — I 
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think it had been set in March or something of ’94, 
as 1 recall. 

Q So it was coming up by the time you’re 
having these conversations in January? 

A Well, it was what it was. I had a trial 
date sometime around the end of March in 1994 and it 
was January of 1994. 

Q So you pretty much needed to know if you 
were going to have to prepare for trial or whether 
you’d be able to work out some kind of arrangement? 

A You’d always like to know that. 

Q And so what did you hope that Mr. Mackay 
was going to be able to provide you in response to 
your letter of January 13 that would give you 
sufficient comfort in going forward and making your 
proffer as he was requesting you to do? 

A That he would come back and give us at 
least a range of possibilities that would be 
considered, a floor and a ceiling. If he liked what 
we said or he didn’t like what we said. 

Q And you wanted something in that regard 
different than what would be more or less standard 
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under the sentencing guidelines if you were to get a 
5K letter? 

A You were looking for a 5K letter if you 
were going to plead guilty to a felony. You would 
want to know it before you pled instead of relying on 
somebody’s good graces to give you a Rule 35 after 
you’d pled. 

Q And you didn’t think you had that on the 
table at that point? 

A Wasn’t sure. 

Q Was that the only thing you wanted was a 5K 
letter, if the — if you were to get a 5K letter, it 
would be on the basis of the prosecutor saying — 

A That was one of the things I wanted. 

Q — we have evaluated the cooperation and we 
find that significant assistance has been provided. 

Isn’t that what a 5K letter says? 

A 5K letter says that we are requesting a 
downward departure from the sentencing guidelines 
based on substantial cooperation. 

Q But you wanted a commitment that they would 
make such a request for a downward departure based on 
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1 substantial cooperation prior to the time that you 

2 were to make the proffer? 

3 A I wanted that to be put on the table as a 

4 very viable alternative, if they accepted what he had 

5 to say. 

6 Q Well, did anybody say it wasn’t on the 

7 table? 

8 A Nobody said it was. 

9 Q Well, Mr. Mackay seemed to have been saying 

10 that in his earlier letter that he’s got a completely 

1 1 open mind whether he’s even going to require a felony 

12 plea. 

13 A ’’Open mind" is not defined. 

14 Q Well, "on the table" means "open mind," 

15 doesn’t it? 

16 A "Open mind" means he’d think about it, to 

17 me. 

18 . Q So you wanted something more than he’d 

19 think about it? 

20 A Yes, sir. You would, too. 

21 Q Well, I guess that’s where you and I part 

22 company. You know, I feel it’s my job to evaluate 
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1 the cooperation of a client under these circumstances 

2 and then based on that you got to bite the bullet and 

3 say look, based on your experience with prosecutors, 

4 you’re going to advise your client to do what’s in 

5 his interest. 

6 A I guess you and I could have a 

7 philosophical discussion about that, but from my 

8 standpoint, and I’m going to negotiate a deal, I’m 

9 going to want some boundaries in which I am going to 

10 operate, up side, down side, depending upon what you 

1 1 think of my information and what you do with it. 

12 Q Okay. Let’s fast - 

13 A And I didn’t get any of that. 

14 Q Let’s fast forward a little bit. It’s 

15 clear that Mr. Hale entered a plea of guilty to two 

16 felonies rather than the one felony from the days of 

17 Fletcher Jackson and Paula Casey; correct? 

18 A Yes, sir. 

19 Q And did he make a proffer before the plea 

20 agreement was accepted? 

21 MR. GICALE: This I will ~ 

22 MR. BEN-VENISTE: I’m not asking for the 
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substance of it. 

MR. GICALE: This really -- we’re getting 
into territory that — 

MR. BEN-VENISTE: If you don’t want to 
say. 

THE WITNESS: You guys determine what 
the — put this on the record. You guys determine 
what the boundaries are and I’ll answer the 
question. I’m not going to until I know what I’m 
getting into. 

MR. BEN-VENISTE: If Mr. Gicale objects to 
it going into the record — 

MR. GICALE: It’s beyond the scope and - 

MR. BEN-VENISTE: Okay, all right. 

BY MR. BEN-VENISTE: 

Q Have in mind I have not asked for the 
substance of what he provided in any proffer that he 
may or may not have provided in connection with his 
plea agreement. 

A Mr. Ben-Veniste, to sum the whole thing up, 
obviously the pot was not right until a certain point 
in time for Mr. Hale’s cooperation. 
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Q A poker term, if I’m not mistaken. I’m not 
quite sure I’m familiar with that game. 

A I’ll bet you are. 

Q Is that the game where two of a kind are 
good, but three of a kind are better? 

A Something like that. 

Q I’ll have to play that sometime. 

A A babe in the woods. 

(Laughter.) 

Q Let’s turn to the phone call to 
Mr. Kennedy. You have stated that with respect to 
your telephone tag and eventual hookup with Webster 
Hubbell, that that in no way had anything to do with 
your representation of Mr. Hale, and I'm not going to 
go into that with you, on your representation. 

With respect to your call to Mr. Kennedy, 
it is your testimony, and I listened to that part of 
it, if I understand it correctly, that it is your 
regular practice in connection with white-collar 
criminal representation of your clients, to contact 
others who may have some connection to the case early 
rather than later? 
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A Yes, sir. 

Q And I want to be very clear on one point, 
and that is whether you had the expectation that 
Mr. Kennedy was going to do something helpful to your 
client as a result of you making that telephone 
call. 

A No, sir. Well, let me rephrase that. By 
"helpful, M you define your term there and I’ll maybe 
give you another answer. 

Q What did you hope Mr. Kennedy was going to 
do? 

A 1 had no idea what Mr. Kennedy was going to 
do. If Mr. Kennedy might impart to me some 
awareness, prior awareness of what was happening with 
Mr. Hale and Capital Management in Little Rock, 

Arkansas, that might have been helpful. 

Q How would it have been helpful to you if 
Mr. Kennedy had known something about this 
investigation involving your client? 

A It might have confirmed some of Mr. Hale’s 
suspicions, that there were some folks up here that 
had some prior knowledge of what was happening to 
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him. 

Q Well, Mr. Kennedy, if I understand you, did 
not provide such confirmation? 

A Mr. Kennedy did not. 

Q So what else did you hope Mr. Kennedy would 
be able to do that would either help your client or 
answer some questions that he might have asked you? 

A At that point in time, what did he do? He 
didn’t do anything. 

Q No, I didn’t ask you that. I asked you 
what you hoped he might do, if anything. You’ve 
mentioned one thing, which was of an informational 
interest to your client. 

A On that particular point, I don’t know that 
I had any other expectations. 

Q Well, the other thing that you mentioned, 
and I guess that was with respect to the second phone 
call, was that you were laying some kind of a trap to 
see whether some information that you imparted to 
Mr. Kennedy in your conversation with him would 
somehow come out of another part of some other 
pipeline that you or your client presumed existed; is 
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that correct? 

MR. GICALE: Objection. I don’t think he 
said "trap" anyplace in his testimony. 

THE WITNESS: We were dealing ~ am I to 
answer now? 

BY MR. BEN-VENISTE: 

Q Yes. 

A l don’t know that I would call it a trap, 
but I meant exactly what I said in my earlier 
testimony, which was to put some information out in 
the stream and see what happened with it. 

Q What was the information you put in the 
stream? 

A The fact that there was an investigation 
here in Little Rock, Arkansas that might involve both 
our clients, and a little bit about the nature of it 
in terms of who was involved. 

Q Well, I didn’t mean to imply something 
pejorative in the sense of setting a trap, and 1 
guess I got that from your earlier mention in the 
context of Mr. Kennedy that you were running the 
traps, but -- 
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A I used that in the context of I generally 
try to survey the landscape of parties who are 
involved or potentially may be involved from whatever 
standpoint when you have got a situation like this. 

Q Well, what you wanted to do, if my notes of 
your earlier testimony are accurate, was you wanted 
to put some provocative information in the pipeline 
and you wanted to see whether anything filtered back? 

A Yes, sir. 

Q And did you get anything filtered back out 
of that pipeline? 

A Directly, no. 

Q And it always occurs to a lawyer that when 
there is a modifier in front of that no, that one 
should ask a follow-up question. So what did you get 
back? 

A Was there anything that came directly out 
of that conversation? No. Was there anything that 
came out of the entire circumstance? I thought it 
was fairly significant when Paula Casey brought 
Mr. Mackay up to introduce him to me the afternoon of 
November 8, and I thought it was fairly significant 
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when Mr. Fiske was appointed January 14 of 1994. 

Q You think all of that resulted from your 
mentioning Heidi Fleiss to Mr. Kennedy? 

A I don't know whether it did or not. It was 
the overall objective of Mr. Hale to have somebody 
independent to deal with in his case, and that’s 
where the whole thing was headed. 

Q Well, weren’t there some other ways of 
doing that? Let me withdraw that question. 

I must say that that seems somewhat 
attenuated to me, but I could well be wrong about 
that. Others will decide. 

But in any event, you didn’t hear back 
directly from the White House following your second 
conversation with Mr. Kennedy? 

A No, sir, I did not talk to anybody else but 
Mr. Kennedy on two occasions. 

Q And if there was any notion that someone 
might be affected in an untoward way and 
misinterpreted your intent in this telephone 
conversation to put Mr. Kennedy on notice of the 
facts that you provided to him, and by that I mean 
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any attempt to interfere with the case against 
Mr. Hale for fear that Mr. Hale would somehow then 
implicate the President or the First Lady, that would 
have been disposed of with the indictment of Mr. Hale 
on felony charges? 

A I don’t follow your question, sir. You 
lost me there someplace. 

Q Well, some people undoubtedly are going to 
make the suggestion, Mr. Coleman, that by calling 
Mr. Kennedy with this information, Mr. Hale may have 
wanted to influence the investigation in a way 
favorable to him. 

A No, because Mr. Kennedy asked me if there 
was anything I wanted him to do, and I told him no. 

Q Well, people may take that a step further 
and think that maybe you wouldn’t be so direct in 
such an approach if it was your intention. I’m not 
saying it was. Indeed, I’m prepared to credit your 
explanation for your motive. 

A That was not the objective and never was. 

Mr. Hale’s concern was that it was coming in the 
other direction. 
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Q Someone might question, and I’m sure, given 
the level of conspiratorial interest in what has 
generically been described as Whitewater, that 
someone undoubtedly will take the view that the call 
to Mr. Kennedy was made in the hope that your client 
thought that if the White House realized that he 
might have something bad to say about the President, 
that maybe his problems, Mr. Hale’s, would go away. 

Can you see where somebody might come to such a 
conclusion, even if it might be erroneous? 

A Well, you may draw whatever conclusion you 
would like, sir. 

Q I’m not saying that’s my conclusion. I 
said — 

A Anybody else’s -- it’s not yours, then 
anybody else’s is speculative, as far as I’m 
concerned. 

Q So I’m just providing the explanation to 
you in the context of my earlier question, and 
perhaps we could have that read back then. 

(The reporter read the record as requested.) 

MR. GICALE: I - 
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MR. BEN-VENISTE: 1 meant the question 
before that. 

THE WITNESS: If 1 were a lawyer, I would 
object to the speculative nature of your question. 

It’s hard for me to answer that. 

BY MR. BEN-VENISTE: 

Q Let me come back another way and ask you 
this. If some person had thought that there was an 
attempt to intercede on Mr. Hale’s behalf, assuming 
the President of the United States could affect a 
criminal investigation that was headed toward 
indictment in Little Rock, Arkansas because of some 
concern that the target of that investigation might 
provide information harmful to him, if prosecuted, 
then the return of the indictment against Mr. Hale 
would seem to answer that kind of speculation, would 
it not? 

MR. GICALE: Again, I would object. What 
happened happened and what he knows and what his 
intent I think is relevant. I don’t think what 
someone else would conclude is relevant here. 

MR. BEN-VENISTE: You may answer that 
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question if you remember it. 

THE WITNESS: It’s hard for me to answer 
that question. 

MR. GICALE: I would instruct him not to 
answer because — 

MR. BEN-VENISTE: You can’t instruct him 
not to answer anything, Lou, because you’re not his 
lawyer unless I missed something that happened 
earlier in the deposition. Are you representing 
Mr. Coleman? 

MR. GICALE: No, I don’t, but I represent 
the Committee and we can go to the chairman and talk 
to him about the question. 

MR. BEN-VENISTE: Why don’t you go to the 
Committee -- 

THE WITNESS: I don’t want to sit here and 
argue all night. You’re asking me would the fact 
that somebody is indicted be the answer in and of 
itself as to whether or not someone in control of the 
Justice Department was or was not taking some 
influence over Mr. Hale’s case, and I can’t answer 
that. I don’t know that. I don’t know. 
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BY MR. BEN-VENISTE: 

Q All right. That’s the answer. 

A Impossible for me to know. 

MR. BEN-VENISTE: Why don’t we take five 

minutes. 

(Recess.) 

EXAMINATION 

BY MR. GICALE: 

Q Mr. Coleman, as we already indicated on the 
record, Mr. Ben-Veniste had a meeting that he had to 
attend and so we interrupted my earlier questioning 
of you so he could have an opportunity to do that. 

And I would like to just follow up on some questions 
that I had asked you before. First of all, when you 
called Mr. Coleman on August 17, do you recall 
whether or not — 

A Kennedy? 

Q I’m sorry, I said Coleman. Mr. Kennedy -- 
strike that. 

Mr. Kennedy on August 17, 1993 and you left 
a message, did you indicate to whoever took the 
message that it was fairly urgent that he speak to 
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you? 

A I don’t recall doing that. 

Q When you talked to him the second time, did 
he indicate that they would have no involvement with 
you or words to that effect? 

A Come again now, the second time that I 
talked to him, did Mr. Kennedy indicate he would have 
no involvement with me? 

Q Right. 

A I don’t recall anything like that being 
said. 

Q That would have been the time when you had 
someone else on the phone? 

A Yes. I don’t recall that. 

Q Do you recall him telling you — 

A I recall him telling me that I may call you 
back and I may not, and he never did. That’s my 
memory of it. 

Q Do you recall him saying to you he wasn’t 
going to interact with you anymore? 

A No. What I remember him saying, his last 
words to be, were that I may call you back and I may 
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not. 

Q Now, just to clarify an earlier question, 
at the time you called Mr. Kennedy in August 1993, 
you knew him from your days of practice in Little 
Rock and you knew that he was working at the White 
House. By this point in time, Mr. Foster had died as 
of July 1993. Did you know anyone else working in 
the White House at that point? 

A Yes. 

Q Who else did you know? 

A David Watkins. 

Q David who? 

A David Watkins, Mack McLarty, Carol Rasco. 
There were a host of folks I’d known for years. 

Q Did you know the Clintons? 

A I knew the Clintons. 

Q What was your relationship with these 
people? Was it business or social, starting with the 
Clintons. 

A I had no social relationship. I knew Bill 
Clinton when he was governor. 1 first met him at my 
old law firm when he used to come over, oh, back in 
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’74, ’75 after he’d run for Congress against 
Hammerschmidt and had lost that race and came to 
Little Rock, and he would occasionally come to our 
law office there in Little Rock. That’s where I 
first met him. And then I’d see him off and on over 
the years after that. I had some lawsuits with 
Hillary over the years, and that was my contact with 
her. We had no social contact. 

Q What about David Watkins? 

A What about David? 

Q Yes. Social or business relationship? 

A I’d known David, you know, see him at the 
tennis courts, golf course over the years. We were 
not social friends or anything of that sort. We 
just - I’d known him through business and some 
contact like that at clubs where we were members. 

Q What about Mr. McLarty, did you know him 
socially or business? 

A I’d gone to college with Mack. I’d known 
him since 1963-64, gone to college with him, used to 
see him around town all the time. 

Q And Ms. Rasco? 
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A I’ve known Carol for a number of years. 

She and her husband Terry, or at one time her husband 
Terry, you know, seen them at various social 
functions and business functions around town for a 
number of years. I’m sure there were probably many 
others over there that I knew. I can’t think of 
anybody right now. 

Q Now, why is it that you called Kennedy as 
opposed to these people? 

A Because he was a lawyer, and I understood 
him to be in the counsel’s office, and I was trying 
to be careful who I called so it wouldn’t be 
misconstrued. 

Q By ’’misconstrued,” you did not want it to 
be construed as looking for a favor? 

A Yes, sir. 

Q When Kennedy called you back the second 
time, did he tell you who he had talked to or whether 
he had talked to anyone about your first 
conversation? 

A No. 

Q After the second conversation, did he 
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indicate who he had talked to? 

A No. 

Q Did he tell you whether or not he had 
talked to his clients as he had referred to them in 
the first conversation? 

A No. 

Q Without disclosing any attorney — excuse 
me, any client confidences, can you tell us why you 
determined that it was not in your client’s interest 
to go to the Department of Justice in Washington for 
assistance in the plea? 

A Well, that’s sort of set out in my January 
13 letter to Mr. Mackay as to what my client’s 
feelings on that point were, which basically, as I 
stated to him there, that David sincerely believes 
there are others who ultimately control the Justice 
Department who would alter the course of nature as 
far as his case is concerned. And therefore he would 
want to know precisely the individuals besides 
yourself who would make decisions on this matter. 

Q And you referenced Mr. Stem, Gerald Stem; 
is that correct? 


Q Now, Mr. Stem was a political appointee; 
is that correct? 

A I don’t know. I understood he was. 

Q And you knew Mr. Mackay to be a career 
appointee? 

A 1 knew Mr. Mackay to be a career officer of 
the Justice Department. 

Q So that you were concerned that 
decisionmaking not be influenced by someone of a 
political — someone, a political appointee, who 
might have to answer to the President? 

A Well, yes. You know, my client’s concern 
was that look, if I’ve got information to give out, I 
want it to do me some good. I don’t want the 
information given in a setting or a circumstance 
where I’m going to give it, it’s going to be put in 
file 13, he goes to sentencing, the judge looks down 
at you and asks you what are the fruits of your 
labor, what’s the fruits of this information, what 
has it produced, and if the answer is nothing, it’s 
not near as good as if it has produced something. 
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And that was my client’s interest and my 
interest for my client. 

Q So you wanted to make sure it got into the 
hands of someone who you trusted would do something 
with it or honestly evaluate it? 

A My client and I wished whatever information 
he had to be put forth in a setting where it was more 
likely than not to be evaluated and acted upon in a 
manner that he felt was consistent with the nature of 
the information. And that’s about as succinctly as I 
can put it to all of you. And he felt like he had a 
better shot at that with Independent Counsel than he 
did in the current setting. 

Q Now, earlier when Mr. Ben-Veniste asked you 
the question about one of the reasons you had called 
Mr. Kennedy, and it was with — you stated it was 
with respect to — it was because you wanted to 
confirm some suspicions that perhaps some information 
was being passed back and forth between Little Rock 
U.S. Attorney’s office and the White House. Do you 
recall that questioning? 

A Yes. 
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Q And that answer? 

A I recall that. 

Q And then Mr. Ben-Veniste asked you whether 
or not Kennedy confirmed that suspicion and you 
responded he did not. Do you recall that response? 

A Yes, sir. 

Q Again, without breaching any client 
confidences, did someone else confirm your suspicion? 

A Suspicions — 

Q That information was going back and forth 
between Little Rock and the White House. 

A No. 

Q Did there come a point in time in August or 
September when you had a discussion with the FBI and 
Fletcher Jackson about a missing document in 
Mr. Hale’s files? 

A Yes. 

Q When did that occur and what was that 
about? 

A It was in August, early September. I don’t 
recall exactly. 

Q And what did you question in terms of a 
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missing document? How did you — 

A Questioned a handwritten note that was 
supposed to have been given to Mr. Hale by 
Mr. McDougal back in the 1986 or ’87 time frame. 

Q And you questioned Mr. Jackson about that 
or the FBI about that? 

A I went to Mr. Jackson with it. 

Q And did you review the documents that had 
been seized? 

A Mr. Jackson gave me the Master Marketing 
file to look at and review and copy, which I did. 

Q And after you reviewed it, you discovered 
that the document was not there? 

A The note that had been described was not in 
that file. 

Q Now, you copied the original, is that 
correct, that Mr. Jackson had? 

A I copied the original file. 

Q And where did you copy that? Was that at 
the U.S. Attorney’s office or the FBI? 

A Mr. Jackson came to my office and brought 
the file with him and 1 copied it and gave it back to 
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him. 

Q It was in your office after you reviewed 
the documents that you notified him that the document 
was missing? 

A I think I called him and asked him if there 
was anything like that in the file. He told me there 
wasn’t. I asked if I could see the file. He said 
sure. He brought it to my office. 

Q Of course at that time your office was in 
the same building as the U.S. Attorney’s office? 

A Yes, sir. Well, in August/September I’m 
not sure. They moved to our building sometime end of 
September, early October. They were up the street 
about a block away. 

Q In any event, he brought the file to your 
office, wherever that was? 

A He brought the file to my office and I 
copied it. 

Q And he gave you an opportunity to review 
the originals and then to copy them in your office? 

A Yes, sir. 

MR. GICALE: I don’t have anything further 
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at this point. 

EXAMINATION 
BY MR. COLE: 

Q I really only have one follow-up area, 

Mr. Coleman, and we’ll try to get you on your plane 
out of here. 

A Appreciate it. Appreciate it. 

Q With regard to what Mr. Gicale was just 
asking you about and the document that you looked for 
in the Master Marketing loan file from CMS, do you 
have any knowledge as to whether or not at the time 
of the seizure of the records from CMS, the Federal 
Bureau of Investigation had made a file copy of what 
was seized? 

A I have no idea. 

Q So you didn’t take any further steps to 
determine whether a note or letter of the kind you 
described was among the documents that the FBI took 
from - 

A I’ve always had a very good relationship 
with Fletcher Jackson and believed everything he ever 
told me, and he told me it wasn’t there. I looked at 

~ " 760 “ 

it. He told me he had never seen it in the file in 
any of his reviews of the file prior to the day he 
gave it to me to review, and I was at the end of the 
road, as far as I knew. 

Q And have you since been able to locate the 
document or a copy of the document? 

A No, sir. 

MR. COLE: I don’t have anything further. 

MR. GICALE: I just have one minute to go 
over my stuff. 

(Recess.) 

EXAMINATION 

BY MR. GICALE: 

Q Mr. Coleman, again you brought us copies of 
your phone records today for the months of June, 

July, August and September 1993. 

A Right. 

Q Long distance phone records. And referring 
to the first page of those records, first one is one 
dated July 3, 12:22 p.m. to Washington, 

202-514-9500. 

A Hold on one minute. 
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MR. GICALE: Off the record for a second. 

(Discussion off the record.) 

THE WITNESS: I can’t tell whether that’s 
July 3 or July 8. 

BY MR. GICALE: 

Q Do you know who that call was to? 

A That would have been to Hubbell. 

Q On that antitrust matter? 

A Yes. That’s the number 202-514-9500. 

Q There’s a call on July 13. 

A Yes. 

Q To the same number. Would that have been 
related to the same matter? 

A Yes, sir. 

Q And then on the next page, there’s a call I 
believe it’s dated August 17 to 202-456-1414. 

A Right. 

Q Do you know who that call was to? 

A I think that’s a general White House number 
if I’m not mistaken. 

Q Would that have been your first call to 

Mr. Kennedy? 

162 

A Yes. 

Q And then another call on the 18th, I 
believe it’s at 5:08 p.m. It’s kind of hard to 
tell. 

A It looks like — 

Q 202-456-6229. Would that also - 

A That’s as I recall, that’s the direct 
number to the counsel’s office. 

Q At the White House? 

A Yes. 

Q And then directing your attention to the 
next page, August it looks like either 16th or 
18th - 

A I think that’s the same call that’s 
reflected on the other page, and I made two copies 
because for some reason when 1 copied this one, the 
cop of page 4 was cut off. Those are the same 
pages. The first one that you referred to is a 
complete copy of page 4 of the phone bill. That next 
page for some reason had been cut off. I think 
that’s the same call. 

Q Same call because it reflects the same 
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number of minutes and same cost. 

A Yes. 

Q .6 minute and .15 for cost. 

A Yes. 

Q The next call on the page would be August 
20 at 3:41 p.m. 

A Right. 

Q It’s a call 202-205-6860. 

A 1 think that’s to the Small Business 
litigation office. 

Q Mr. Stevens’s office? 

A Yes. 

Q And then referring to the second to the 
last page, there’s a call on September 7 to 
202-205-6857. 

A Just a second. Which page are you on? 

Q For bill date October 4. 

A Okay. That’s the AT&T bill? 

Q Yes. 

A September 7, call number 1. All right. 

Q That’s to 202-205-6857. Do you know — 

A That’s the SBA office. That’s another 
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number over there in their litigation area, as I 
recall. 

Q And that’s from your number, 221-2187? 

A That was from my home. 

Q September 8, another phone call at 3:04 
p.m. to Washington, 202-514-9500. That’s to the 
Department of Justice; correct? 

A That’s correct. 

Q Another call to Mr. Hubbell? 

A That’s correct. 

Q With respect to the antitrust matter you 
referred to earlier? 

A Right, uh-huh. 

Q And another call dated September 9 at 10:29 
a.m. to Washington, 202-514-9500, is that another 
call to Mr. Hubbell? 

A Yes. 

Q With respect to the same antitrust matter? 

A Yes, sir. 

Q And directing your attention to the last 
page of the records, however, it’s a record with 
respect to two June phone calls, both on June 15. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7514 


165 

A Right. 

Q There’s one at 2:19 to Washington, 

202-514-9500 and one at 2:51 to the same number. Are 
those both phone calls to Mr. Hubbell on that date at 
that time with respect to the antitrust matter that 
we referred to earlier? 

A Yes, sir, yes. 

MR. GICALE: I have nothing further. 

MR. COLE: Nor do I. 

THE WITNESS: Could I ask on the record 
about being furnished with a copy and the opportunity 
to read and sign? You stated something about that at 
the inception of the deposition. 

MR. GICALE: The basic rule or agreement is 
that if you testify, first of all, we can make a copy 
available for you here to review, but if you do 
testify, you would get it four days in advance. Now, 
inasmuch as the hearings continue on next week 
starting Tuesday, I don’t know that a decision has 
been made at this point in time in terms of whether 
you would be testifying, so that’s something we would 
have to work out after — 
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MR. COLE: I think that if - assuming that 
Mr. — I shouldn’t assume. If Mr. Coleman is not 
called to testify, and recognizing the fact that he’s 
in Little Rock and may not be able to come here, 
before these transcripts were published or became 
part of an official record, we would make 
arrangements with you to give you a copy to review 
and make any corrections that you feel are 
necessary. 

THE WITNESS: Okay. 

MR. GICALE: I’m just saying that that 
would not be done prior to the hearings. 

THE WITNESS: I would just like that 
opportunity. If it’s going to go further. 

(Whereupon, at 5:32 p.m., the deposition 
was concluded.) 
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PROCEEDINGS 

Whereupon, 

LARRY A. POTTS 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name for the 
record. 

A Larry A. Potts, P-o-t-t-s. 


3 


Q Your present business address. 

A Is Quantico, Virginia Training Academy. 

Q For the FBI? 

A FBI Training Academy, yes. 

Q That’s where you are currently assigned? 

A That’s correct. 

Q Where were you assigned from January 1992 

through February of 1994? 

A I was assigned to the FBI headquarters in 

Washington, D.C., and my position was assistant 

4 

director in charge of the criminal investigative 
division. 

Q This deposition is being conducted pursuant 
to Senate Resolution 120. The resolution establishes 
a Special Committee administered by the Banking 
Committee to conduct an investigation involving 
Whitewater Development Corporation, Madison Guaranty 
Savings & Loan Association, Capital Management 
Services, Incorporated, the Arkansas Development 
Finance Authority and other related matters. 

Section 1(b)(2)(c) of Senate Resolution 120 
authorizes investigation and public hearings into 
whether the Department of Justice has improperly 
handled RTC criminal referrals relating to Madison 
Guaranty Savings & Loan Association or Whitewater 
Development Corporation, and this will be the focus 
of today’s deposition. 

A Okay. 

Q You have been requested to testify before 
the committee. This deposition is being taken in 
advance of a public hearing which is currently 
ongoing and there will be testimony next week. It is 
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possible you may testify at that hearing. 

We will be asking you a series of 
questions. You are obviously testifying under oath. 

If you don’t understand a question, let us know. We 
will rephrase it. 

The stenographer will prepare a record of 
questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings. 

Prior to the hearings, you will receive a 
letter from the committee telling you that you may 
come to the Senate to review the transcript of your 
deposition and make note of any corrections for 
transcription on an errata sheet. Recently we have 
made some other arrangements for witnesses in the 
event they testify next week. 

We can talk about that off the record 
afterwards. 

MR. SGRO: All right. 

BY MR. GICALE: 

Q If you are called to testify at the public 
hearing, you will be permitted to have a copy of your 

6 

deposition transcript four days in advance of your 
testimony. That may be modified subject to some 
understanding we may reach later. 

You may be represented by counsel. 1 note 
that Ms. Simonton is here from the FBI. 

A Yes. 

Q She is here on your behalf today. Mr. Sgro 
is here from the Department of Justice. 

Objections to the form of the question will 
be noted for the record. Counsel may object on 
grounds of privilege or relevance. The Committee 
Chairman may rule on objections where the witness 
refuses to answer a question. 

Do you have any questions at this point? 

A No. 

Q Directing your attention to 1992, when did 
you first become aware of a criminal referral from 
the Resolution Trust Corporation with respect to 
Madison Guaranty Savings & Loan, James and Susan 
McDougal and Lisa Anspaugh? 

A It is very difficult for me to pinpoint the 
exact time, but I believe that it would have been — 
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my best recollection is that it was at about the time 
the meeting was set up with the Department of Justice 
on the 8th of October. 

Q I’m going to show you what is marked for 
identification as Bates number 6695 through 6714. 

This is a copy of criminal referral C0004 relating to 
Madison Guaranty. 

A Yes. 

Q This is the criminal referral that I was 
just referring to. Is this the one that you — did 
you eventually see a copy of this referral? 

A I’m sure I eventually saw a copy of this. 

I believe it probably was not until 1993 that I did. 

Q But in any event, is this the referral that 
you first discussed with the Department of Justice in 
October of 1992? 

A 1 believe it is, yes. That number I think 
is the correct one. 

Q Did you learn anything at all about this 
referral or the possibility that the FBI or the U.S. 

Attorney’s Office would be receiving this referral in 
August of 1992? 

8 

A No. 

Q I am going to show you what is marked for 
identification as document 1529 through 1533. It is 
a teletype dated August 26, 1992. It is to the 
director from the SAC Little Rock, financial 
institution fraud. 

Directing you to the second page, document 
1530, where there is a referral — there is a 
reference to Madison Guaranty in the first 
paragraph. 

A I see that. 

Q Did you ever see this teletype in August of 
1992? 

A It is an Airtel. 

Q I’m sorry? Airtel? 

A I’m not trying to be picky, but there is a 
significant difference in terms of how these are 
treated. An Airtel is a much more routine 
communication. I don’t recall ever seeing this. 

Q Did anybody brief you on the possibility of 
receiving a referral from the RTC in August of 1992, 
if you recall? 
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A I don’t recall being briefed on that, no. 

Q If this went to the director, who actually 
would this have gone to? 

A It would have gone first to a clerical 
employee within the financial institution fraud unit 
who would have given it to a supervisory special 
agent who was responsible for Little Rock. 

Q Who would that agent have been at that 
point in time? 

A I’m not sure. 

Q And then — 

A It was eventually Jane Erickson in that 
unit who was responsible, but I’m not sure when Jane 
came in, to tell you the truth. I just don’t know. 

Q And from Erickson or the person in that 
position, who would it go to then above them? 

A That depends on what they decide to do with 
it. It references an Airtel dated 8/7/92 from the 
director. The reference is a communication from the 
director, which leads me to believe that it was just 
to Little Rock, asking them for information in 
order — for resources. 

10 

We were trying to keep a very close eye on 
the use of resources in financial institution fraud 
because we were required by law to use specific 
resources that we had been given on financial 
institution fraud and nothing else. 

So there were regular reports that were 
being done. This may be in reference to that. I 
don’t know. 

Q But you — 

A I don’t know where it would have gone. 

Q You are not aware of seeing it or receiving 
any information with respect to it? 

A That’s correct. I do not. 

Q Throughout the month then of -- the rest of 
the month, of August 1992, you don’t remember any 
reports or any discussions with respect to this 
possible referral? 

A No, I do not. 

Q What about in September of 1992? Do you 
recall any reports or any discussions with anyone at 
FBI with respect to this? 

A I do not. 
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Q In October 1992, and you gave the date of 
October 8, 1992, you said that there was a meeting at 
the Department of Justice. 

A That’s correct. 

Q How did that come about? 

A I don’t know how it came about. I have 
done the best I can to recall how I was told about 
it. This is a pretty soft memory, but I believe that 
I was told by Fred Verinder that there was going to 
be a meeting at the Department of Justice concerning 
this referral and that Bob Mueller, who was the 
Assistant Attorney General for the criminal division 
of the Department of Justice, was going to be in 
attendance at this meeting, and Fred was asking me if 
I, because of Mueller’s presence at the meeting, if I 
wanted to attend. 

Q What was your response to that? 

A I believe I indicated that I would try to 
attend that meeting. 

Q Just so we understand the supervisory order 
there, Verinder reported to whom? 

A Verinder reported directly to me. He was a 

12 

deputy assistant director within the criminal 
investigative division and had responsibility among 
other things for the white collar crime program. He 
would have been responsible for financial institution 
fraud. 

Q You in turn reported to whom? 

A I reported to Doug Gow, G-o-w, Douglas Gow, 
who was the associate — he was the associate deputy 
director for investigations. 

Q And then Gow in turn — 

A Reported to Floyd Clark, who was the deputy 
collector. 

Q Do we eventually get to the director? 

A We do. That’s the very next one. The next 
one is the director. 

Q And that was Director Sessions at the time; 
correct? 

A Yes, it was. 

Q Now, did Mr. Verinder tell you who had 
requested the meeting? I don’t know that you 
answered that. 

A I just can’t tell you whether — I don’t 


7524 


13 

1 know. I believe it was the Department of Justice, 

2 but I can’t tell you for sure what he told me. 

3 Q When he told you that it was with respect 

4 to this referral, was that the first time you heard 

5 about the referral? 

6 A It is the first time I remember a 

7 discussion about the referral. It seems logical that 

8 someone would have mentioned it to me before, but 1 

9 don’t remember any discussion about the referral 

10 before then. 

1 1 Q How much notice did he give you before the 

12 meeting? 

13 A It was not very much notice. I think it 

14 was the same day. 

15 Q Same day? 

16 A Yes. 

17 Q He walked in and said there was going to be 

18 a meeting about a criminal referral involving 

19 Madison - well, tell me exactly what he said. 

20 A I wish I could remember exactly what he 

21 said. I don’t recall, except there was a meeting at 

22 the Department of Justice. It did involve a referral 

14 

1 from the RTC to the FBI in Little Rock in which — 

2 and it involved a certain bank that had failed, an 

3 institution which had failed, and that the Clintons 

4 were listed as witnesses in the referral. 

5 The purpose of the meeting, as best I 

6 recall, Fred indicated to me that they wanted to 

7 discuss the referral, and that was it. 

8 Q Now, were you surprised that there was a 

9 referral in the department listing the Clintons as 

10 witnesses that you hadn’t heard about at that point? 

1 1 A Again, I can’t tell you that 1 hadn’t heard 

12 about it. I just recalled that there was the meeting 

13 set up. That was at election time. We were getting 

14 a large number of allegations that were flying in at 

15 that time about all the candidates from lots of 

16 different directions. 

17 So to tell you that during election time it 

18 is abnormal for the FBI to get that kind of 

19 information, it is not. 1 can’t remember being 

20 shocked about it. 

21 Q What did you do to prepare for the meeting? 

22 A Absolutely nothing. 
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Q Did you ask for a copy of the referral? 

A I did not. 

Q Did anybody explain in any more detail than 
you have just outlined what was contained in the 
referral? 

A No. 

Q Did you ask for copies of the previous 
memos or Airtels or anything with respect to the 
matter up to that point? 

A I did not. The reason for that is that 
that particular position has responsibility for all 
criminal investigations in the FBI. We had 800 or 
900 failure investigations. We had a large number of 
cases that I saw because of an undercover or 
sensitive nature. 

I had two people in the chain of command 
below me, Fred Verinder, a high level Bureau official 
in charge of all white collar crime in the country, 
and I have Tom Kubic, who is a section chief, both of 
whom are SES employees and who are responsible for — 
and Tom Kubic was responsible for all white collar 
crime. 

16 

I was not going to get involved in the 
details of that until I believed it became 
necessary. It was just a time element of not having 
the time to do that. 

Q You were relying on them for information? 

A That’s right. And I didn’t know whether I 
was going to be able to go to the meeting or not. 

Q Was Kubic present when Verinder briefed you 
on this? 

A I don’t recall whether he was or not. 

Q Did you do anything else in preparation for 
this meeting? 

A No. 

Q Did you talk to anybody else? 

A No. 

Q Do you recall when in the day this meeting 
occurred? What time of day did this meeting occur? 

A I do not. 

Q Whether it was morning or afternoon? 

A I can’t. 

Q Eventually, I take it you went to this 
meeting. And who was in attendance? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7526 


17 

A I went, but I went late, because of — I’m 
not sure what other commitment it was, but I remember 
walking in late, because the one thing I do recall 
about the meeting was I recall it being in Bob 
Mueller’s conference room, and I did not sit at the 
table. I sat in a row around the wall, because I had 
come in late. 

Frankly, my recollection is I came in at 
the point when they were beginning to wind things up 
in the meeting. 

Q How many people were in the meeting and who 
was there, if you recall? 

A I remember Bob Mueller was sitting at the 
head of the table. I know we had a number of FBI 
representatives, Fred Verinder and Tom Kubic. I 
cannot remember who else was there from the FBI. 

I believe Ira Raphaelson was there from the 
Department of Justice. I don’t remember who else 
from the Department of Justice. 

Q Now, I take it you sat in a seat next to 
the wall because all the other seats at the table 
were occupied? 
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A I don’t know. I think there were quite a 
few people in the meeting. But I can’t tell you that 
they were all occupied. I just came in and sat in 
one of those seats rather than going to the table. 

Q When you say "quite a few," are you talking 
about 10 or 20? 

A I can’t — I just don’t remember how many 
people were there. 

Q And those are the only names of the people 
that you recall? 

A They are the only ones that I specifically 
recall, yes. 

Q What did you hear being discussed when you 
came into the meeting? 

A What I recall being discussed, in fact I 
think I recall Bob Mueller asking me after I came in 
do you know anything more about this referral than 
anyone else does, and 1 told him that I knew almost 
nothing about the referral. I got the feeling that 
that was a pretty consistent knowledge base that 
everyone had come to the table with. 

Q How did you get that feeling? 
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A Just by the tone of Bob Mueller’s 
question. 

Q Nobody seemed to know anything about the 
briefing? 

A All I can tell you is he seemed to not have 
a lot of information and he was asking me if I had 
more than anyone else had. 

Q Other than him asking you that question and 
you responding in that manner, what else did you hear 
discussed? 

A Just — the only thing -- I didn’t hear any 
specifics about the referral itself, only kind of the 
summation that we would attempt to get some kind of a 
reading from our field office as to their belief or 
their assessment of the referral, and there was 
specific conversation about treating this case in a 
normal fashion, treating this case like every other 
case. 

Q Who said that? 

A I know Mueller said it. 

Q Who else said that? 

A I don’t remember. I know that I agreed 
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with that. 

Q Did you discuss how the assessment would be 
made? 

A Just simply that Little Rock would get the 
necessary documents and review them and along with 
the United States Attorney’s office make an 
assessment, which is what we do in every financial 
institution fraud case that we get. 

Q Did you come to learn that attachments to 
the referral were not in the possession of the FBI at 
the time you had the meeting? 

A Yes. 

Q Who related that to you? 

A I don’t recall. But I know that I learned 
either at the meeting or shortly after the meeting 
that we did not have the attachments, and I assume it 
would have been from Fred Verinder, but I can’t tell 
you for sure; I don’t recall. 

Q Did you learn at the meeting that your FBI 
office in Little Rock and the U.S. Attorney’s Office 
in Little Rock had received this referral around the 
1st of September 1992? 
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A I did learn after the meeting of that, but 
I can’t — it was some time after the meeting. It 
was not — for instance, when I talked to Don Pettus 
the next day, on the 9th, I don’t recall knowing that 
they had had that referral for that long. 1 
believe -- I believed when I talked to Pettus that it 
was something they had just received. 

Q So, you were not aware at the time of the 
Mueller meeting or at the time you talked to Pettus 
the following day that the FBI or the U.S. Attorney’s 
Office had had this - 

A That’s right. 

Q — matter for five or six weeks? 

A That’s right. The reason I can say that 
with some degree of assurance is that I know I didn’t 
discuss that with Pettus, and I know I would have 
discussed it with Pettus had I known they had it that 
long. 

Q Why would you have discussed it with 
Pettus? 

A Because I would think it would be important 

for them to have let us known when they received it. 
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Q Why would it have been important for you to 
know that in early September as opposed to five or 
six weeks later? 

A Because I think that it is a requirement, 
and I know that it is a requirement in our manual 
that any high profile case involving individuals who 
are of a high profile nature, field offices are 
required to notify FBI headquarters by teletype or by 
telephone of the receipt of such an allegation. 

Q By teletype or telephone? 

A That’s right. 

Q At some point in time, did you learn that 
rather than notifying headquarters by teletype or 
telephone that that FBI office had taken the file and 
put it in a drawer someplace and not logged it in as 
a regular file? 

A Not until long after. This would have been 
probably in ’93 or ’94 that I learned how that had 
been handled. 

Q When you eventually learned how that was 
handled, did you view that as being proper? 

A No. 
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Q What would have been the proper way to have 
handled it under FBI standards at that point in time 
in 1992? 

A The proper way, especially with a failure 
case, would have been to notify FBI headquarters 
immediately of the receipt and to make an assessment 
as to whether or not this was a case that should or 
should not be investigated in concert with the United 
States Attorney’s office. 

Q Again, the notification would have been by 
teletype or telephone and in any other form? 

A I think that would have been the manner in 
which it should have been done. 

Q When you eventually learned that it had 
been handled in a way other than the standard way of 
handling things, did you discuss that with Mr. Pettus 
or Mr. Potts? 

A Well, you mean — you mean who else other 
than Mr. Pettus? 

Q I apologize. Mr. Pettus or Mr. Irons. 

A No. I believe that by the time that I 
learned it, that Mr. Pettus was no longer there. 
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Q He had moved on to another office? 

A Yes, that’s correct, Kansas City. 

Q What about Mr. Irons? Did you discuss the 
fact that it wasn’t submitted with him? 

A No. 

Q What about the ASAC, Mr. Whitehead? 

A No, I did not. 

Q Just to go back briefly in time, there is a 
document, number 3386. This is a phone log dated 
Friday, September 25, 1992. It references a meeting 
of Potts with the director at 2:55. 

(Witness examined the document.) 

Do you have any recollection of that 
particular meeting and what was discussed with the 
director? 

A Absolutely not. 

Q Do you know whether or not there was any 
discussion with respect to the criminal referral we 
have discussed earlier? 

A Can I say that this is a telephone 
conversation. It appears to be a telephone log, not 
a meeting. 
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Q Okay. 

A I talked with the director so frequently, I 
can’t tell you what that was about. 

Q Again, going back to the meeting of the 
8th, was there anything else that was discussed at 
that meeting in terms of the referral and what would 
be done? 

A I can’t recall anything else being 
discussed, no. 

Q Do you recall whether or not there was some 
kind of agenda or package of materials that was 
handed out, including perhaps the referral at that 
meeting? 

A I do not. 

Q Showing you what is marked for 
identification as FBI number 985 through 996. There 
is a fax, an FBI facsimile cover sheet dated 
October 7, 1992 to FBI headquarters from FBI Little 
Rock regarding subject Madison Guaranty Savings & 

Loan. 

(Witness examined the document.) 

The date of this is one day prior to your 
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meeting at Mr. Mueller’s office. 

A Right. 

Q Did you have the benefit of reviewing this 
prior to your meeting? 

A I did not review anything prior to the 
meeting at the Department of Justice, no. 

Q Did anybody brief you with respect to this 

fax? 

A I got only the most basic of briefing in 
terms of what the referral concerned, and I believe 
that was from Fred Verinder. I didn’t get any kind 
of a detailed briefing, no. 

Q Did they tell you they had this fax and 
teletype summarizing this information? 

A I don’t know whether they did or not. 

Q How long did you stay at the meeting? 

A Very short. As I said, my recollection is 
that it was about to conclude as I went in. 

Q 10 minutes? 

A Probably. 10 minutes is close. 

Q Now, you said you concurred in what would 
be done. Did you give any instructions as to what 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7531 


27 

would be done? 

A No. Fred Verinder was going to oversee 
ensuring that the Little Rock office handled making 
the assessment and advising us. 

Q Did you discuss with Verinder a time period 
by which this assessment would be completed? 

A No. 

Q Or a date by which this would be 
completed? 

A No. 

Q Are you aware of the fact that a request 
was sent out or a teletype was sent out to the Little 
Rock office directing that the office conduct a 
limited investigation and that they respond to 
headquarters by October 16, 1992? 

A I am. I became aware of that on the 9th of 
October. 

Q And how did you become aware of that? 

A I believe that Fred Verinder, Tom Kubic, 
possibly Kevin Kendrick, who was a supervisor in the 
fraud against the government unit, and I’m not sure 
whether anyone else did or not, and I believe that 
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those individuals came to my office, indicated that 
they had sent a teletype to Little Rock asking them 
to do a limited investigation, that they had 
specifically wanted them to review the attached 
documents to the referral, to make an assessment 
along with U.S. Attorney’s Office. 

They showed me the teletype and they 
indicated to me that the SAC was having some 
difficulty coming to grips with whether or not this 
was an appropriate course of action or not. 

Q Well, what do you mean they indicated that 
the SAC was having difficulty with coming to grips 
with it? 

A That’s exactly what they told me. They 
said that the SAC was concerned about opening an 
investigation. 

Q Why did they say he was concerned about 
opening an investigation? 

A They didn’t. I told them that I would call 
and talk to the SAC about it. 

Q Did they tell you that the SAC had had some 
conversations with the U.S. Attorney and that the 
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U.S. Attorney did not want to proceed with the matter 
at that point in time? 

A I do not recall them telling me that. I 
talked to Don Pettus about that, but I don’t recall 
them telling me that. 

Q I’m going to show you what is marked for 
identification as Bates number 523 through 525, and 
this is a teletype dated October 9, 1992 from the 
director FBI to FBI Little Rock. 

A Yes. 

Q Is this a copy of the teletype that you 
reviewed on the 9th authorizing a limited 
investigation? 

A Yes, it is. 

Q And the one you discussed with Kendrick, 

Kubic and Verinder? 

A Yes. 

Q Now, when they came to you and discussed 
the fact that the teletype had been sent to Pettus 
and he was having difficulty coming to grips with it, 
did they also discuss with you the fact that they had 
included a response by the close of business 
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October 16, 1992? 

A I don’t think they discussed it. I believe 
I saw it, that it was in there, that there was a 
deadline. 

Q Do you know who it was that decided that 
that would be the deadline? 

A No. 

Q Did you question them as to why that 
deadline was put in there? 

A No. 

Q Were the directions in this teletype 
consistent with the agreement that you made with the 
Department of Justice and you made with Mr. Mueller? 

A I don’t know what specific agreements were 
made at that meeting. I don’t know whether Bob 
Mueller and Fred Verinder discussed specifics. But I 
felt that this was in compliance with what I 
understood from the small part of the meeting that I 
was there, that this would be consistent with that. 

Q Was there a specific discussion with 
respect to not conducting witness interviews or 
serving grand jury subpoenas, do you recall, at the 
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meeting with Mueller? 

A At the meeting with Mueller, as far as what 
I got out of that meeting was just to make an 
assessment as to whether or not this was a legitimate 
investigation or not, whether or not we should go 
forward with this investigation or not. 

Q But do you recall whether or not specifics 
with respect to witness interviews or serving grand 
jury subpoenas was discussed? 

A I don’t recall witness interviews and grand 
jury subpoenas being discussed at all. But again, 
there was a lot of that meeting obviously that I 
wasn’t there, so I don’t know. 

Q Did Verinder and/or Kubic or Kendrick 
discuss that with you when you came back to 
headquarters after the meeting with Mueller? 

A No. 

Q Did they discuss it with you when they came 
in to discuss Pettus’s response to the teletype? 

A Yes. I think that I sat down and read this 
and I indicated all we are asking them to do is 
simply make an assessment of the referral, and they 
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said yes, which was an obvious thing, that you 
wouldn’t go out and issue a grand jury subpoena or 
interview witnesses before you had read the documents 
that came in in the referral so you would know who 
you should be interviewing or what documents should 
be subpoenaed or whether or not there was sufficient 
information there to predicate a criminal 
investigation or not. 

We have a very firm rule, especially in 
financial institution fraud, white collar crime 
cases, and that’s that we don’t go forward if the 
United States Attorney’s office doesn’t indicate that 
they believe that this is a case that is worthy of 
federal prosecution, because we had very limited 
resources and a huge failure problem in the United 
States at that time. We didn’t have enough resources 
to put on investigating a case which the U.S. 

Attorney says I’m not going to prosecute. That’s the 
only reason we would investigate it. 

Q Now you have the Department of Justice, 
main Justice asking you to take a look at it. 

A That’s right. 
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Q And so you believed that based on that 
standard, unless the U.S. Attorney’s Office is ready 
to take a look at it, you now had at least the 
go-ahead from Justice to take at least a preliminary 
look. 

A To make an assessment of the referral. 

Q Would it be fair to say at that point in 

time when Kendrick and Kubic and Verinder came back 
to your office on the 9th and told you that Pettus 
was having difficulty coming to grips with this that 
you did not understand why he would not at least make 
this preliminary assessment? 

A Absolutely. I didn’t understand why he 
would have a problem doing what was requested in here 
since it would be a very normal course of action to 
take with regard to any referral on a failure case. 

Q Was there anything else discussed in your 
meeting with Verinder, Kubic and Kendrick with 
respect to Pettus’s response to this teletype? 

A Not that I recall. 

Q What is the next action that you took with 
respect to the matter? 
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A I called Pettus. 

Q How soon after the meeting with Verinder, 

Kubic and Kendrick? 

A I think right away. 

Q Were they in the room with you? 

A I think they may have — I think they were, 
yes. I think they stayed in the room. 

Q And when you called Pettus, what did you 
say to him and what did he say to you about this 
teletype and the referral? 

A We discussed the teletype. I recall him 
indicating that he was very concerned about opening 
an investigation in this matter, that he believed 
that this was so high profile because of the 
witnesses that were listed that he was concerned over 
some leak. 

I remember telling him that we obviously, 
the people who had sent this teletype were obviously 
concerned about that, too, and had specifically 
instructed them to take secure — to take precautions 
with regard to the security of the documents and to 
not do any overt interviews and to hold this very 
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tight, this information about this referral very 
tight. 

The bottom line — he indicated that the 
U.S. Attorney’s Office was also concerned about doing 
an investigation. The bottom line of our phone 
conversation was that it was my opinion that Don 
Pettus and I, after a short period of time, I 
believed that we were talking semantics in terms of 
whether or not there was to be an investigation 
opened or not. 

I told him that I did not care what he 
called it, that he did not have to open a preliminary 
investigation; he didn’t have to open a full 
investigation. 

All I wanted him to do was to get the 
documents that had been sent out by RTC with the 
referral, the 300 documents or so, and to review them 
along with the United States Attorney’s office, and 
based on the content of those documents and the cover 
referral document to make an assessment as to whether 
or not this is an investigation that was properly - 
that would be properly predicated and whether or not 

36 

we should go forward or not. 

Pettus agreed to do that, that he believed 
that that was appropriate. 

Q How long was this conversation? 

A I don’t know. It wasn’t a long one. I 
mean five minutes. 

Q Was it a heated exchange? 

A No. I don’t think it was a heated 
exchange. I remember telling him at one time, I said 
look, if you don’t have people down there who can 
review these documents and make the assessment, I 
will send people down, in terms of it being a 
resource issue. Pettus quickly called my bluff and 
said, okay, that would be great, send some people 
down. 

I then backed off my bluff and said no, 
unless you don’t have the resources to do it, I want 
you to put some people on this and review the 
documents so that we can give our assessment, your 
assessment and the U.S. Attorney’s assessment to the 
Department of Justice. 

I told him, I said if you all make an 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7536 


37 

assessment that this is a case that should go 
forward, we will support it. If you make an 
assessment that it is one that shouldn’t go forward, 

I said I’m telling you, I will support what you and 
the United States Attorney’s office believe is 
appropriate based on a review of the facts. 

He seemed to be satisfied with that. 

Q Did he go into any greater detail about the 
position of the U.S. Attorney? 

A He just indicated that the United States 
Attorney was very reluctant to go forward with this 
at this time because of the election. 

Q And that - 

A Because of the timing of this. 

Q The U.S. Attorney would have been Banks; 
correct? 

A I think it was Banks, yes. 

Q Did he indicate to you whether the U.S. 

Attorney had had any discussions with main Justice 
about this? 

A He did not. 

Q Did he indicate to you whether or not the 
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U.S. Attorney had had discussions with anybody else 
about whether he should go forward in this matter? 

A I don’t believe so. I don’t recall him 
telling ~ saying to me that the U.S. Attorney had 
talked to anyone else. 

Q Did he indicate to you that the U.S. 

Attorney had told him not to do anything until he, 
the U.S. Attorney, had a chance to do some type of 
analysis on the matter? 

A I don’t believe so. If he had said that, I 
would have said, well, that’s what I’m asking for, an 
analysis of the documents. 

Q But did he tell you that the U.S. 

Attorney’s Office told his office, Pettus’s office, 
not to do anything until his office, the U.S. 

Attorney’s Office, had a chance to do some type of 
analysis on this referral? 

A I don’t think so. 

Q Did you have a discussion about the 
significance of opening up a file versus putting it 
in a drawer and not opening up a file as you normally 
would at the FBI? 
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A Well, if a referral comes in, I never 
believed that a referral could come in and not have a 
file opened. That’s the first thing that happens; a 
file gets opened. It doesn’t mean that an 
investigation gets opened, but at least a file gets 
opened. It may be put in a zero file. It may be put 
in a file that indicates there is not going to be any 
investigative activity. 

But if there is a criminal referral from 
RTC, especially on a failure case, there needs to be 
some kind of action taken. It either needs to be we 
have reviewed it and it doesn’t meet the prosecutive 
guidelines or we have reviewed it and discussed it 
with the United States Attorney’s office and they 
have declined or deferred or taken some kind of 
action. 

Q Is there a press policy at the FBI that is 
affected with respect to whether or not you, quote, 
open up a file? 

A A press policy? 

Q Yes. For instance, is it the policy of the 
FBI that if you have a file, you open up a file as 
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you just described, and you get an inquiry from the 
press and they ask the FBI whether or not there is a 
file with respect to a certain matter, that your 
response has to be "no comment" if you have a file, 
but that if you don’t have a file logged in, you 
don’t have to say "no comment" or you don’t have to 
confirm that in some way? 

A I don’t know how firm in writing the policy 
was. I mean, basically we would say we don’t confirm 
or deny pending investigations. That’s basically 
what we would have said at that time. Now I think we 
would say less than that. We would refer it to the 
United States Attorney’s office for comment. 

Q In your view at that point in time, it 
wouldn’t matter whether this referral that you have 
earlier identified was sitting in an agent’s locked 
drawer or whether it was logged into the FBI filing 
system; the comment to the press or response to the 
press would be the same? 

A That’s right. Yes, that’s right. 

Now, if it involved a high profile 
individual, that is something that would be referred 
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to FBI headquarters maybe for discussion with the 
Department of Justice as to what kind of - and with 
the local United States Attorney’s office as to what 
kind of a response should be given. 

Q What precautions from a filing standpoint 
could you take to ensure — to attempt to ensure that 
this information was kept at close hold in the 
agency? 

A If you are concerned about keeping 
something in close hold, you can open an 
investigation and you can keep the file in a 
different area other than a general file area. You 
can keep it in a more secure area, in a safe, in the 
SAC safe, in the supervisor’s safe. 

Q Did you talk to Pettus about just this 
issue? 

A No. The press issue really never came up, 
although I can’t tell you that Pettus didn’t say - I 
believe he did in fact say that the likelihood if we 
have an investigation open is that there will be 
leaks. But I never thought in terms of his belief of 
whether or not we opened a file or not made a 
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difference. 

Q At least he never indicated that to you in 
that conversation you had with him on the 9th? 

A No, I don’t believe so. I knew he was 
having a very difficult time with whether or not we 
opened an investigation or not. I got frustrated 
with that and said I don’t care what you call it 
there, I’m just interested that you review the 
documents, contact the United States Attorney’s 
office and I get some kind of an official opinion 
from you and from the U.S. Attorney as to what should 
occur here. 

I don’t recall anything specifically, any 
discussion about the press policy and whether or not 
that would mean he would have to comment one way if 
an investigation was open and another way if it 
wasn’t, because that’s not my understanding of what 
the policy was. 

Q Did he tell you where he and/or Irons were 
keeping the file of the referral? 

A No. 

Q Did he tell you who at the FBI office in 
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Little Rock had access to it or knew about it? 

A No, he did not. 

Q Did he tell you that Mr. Irons was present 
in the room when he was talking to you? 

A No. Well, I don’t know whether he did or 
not. He could have told me that. 

Q Were you aware of the fact that Irons was 
in the room? 

A I don’t know. 

Q Was it a speakerphone conversation on both 
sides? For instance, you had some other people in 
your office; is that correct? 

A I did. No, I don’t think I had it on 
speakerphone in my office. 

Q Do you know whether he had it on 
speakerphone in his office? 

A I don’t believe he did, but he may have. I 
don’t believe he did. I just can’t tell you for 
sure. 

Q So, your recollection is that it was 
between the two of you. You are not sure whether or 
not he had it on speakerphone. 
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A That’s right. 

Q And whether anyone else was present in his 
office in Little Rock? 

A That’s right. 

Q Do you recall him saying anything else to 
you about the referral, the people in the referral, 
the content of the referral? 

A No, I don’t. 

Q Do you recall saying anything else to him 
with respect to the referral and what had to be done? 

A No, except that I reemphasized the fact 
that we weren’t asking for anyone to be interviewed. 

In fact, we specifically did not want anyone 
interviewed. There was no call or request for action 
by the U.S. Attorney’s office here, because he said, 
look, the U.S. Attorney’s Office isn’t inclined to go 
forward. 

That assessment is based on a review of all 
these documents, I said, and he said I don’t know. I 
said have you reviewed the documents? He said no, I 
haven’t. I said that’s a logical thing we have to 
do. We have to have some basis for a decision that 
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we are making and the basis has to be on the facts 
that we have been given. Let’s make a decision based 
on facts. 

Q When you said to him did you review the 
documents and he said no, I haven’t, did you ask him 
why not at that point? 

A No. I believe he told me that they didn’t 
even have the documents, that they were with the 
United States Attorney’s office. 

Q Did he tell you that the U.S. Attorney’s 
Office would not make them available to him at that 
point in time? 

A No. 

Q Did he tell you that the RTC was not making 
those available to him at that point in time? 

A No. I guess I made that assumption, that 
they had been sent ~ that they had not been sent to 
the FBI, because he didn’t have the documents. But I 
don’t recall any particular discussion about the fact 
that RTC would not make these documents available. 

When I finished the conversation, I didn’t have any 
impression that it was going to be a difficult task 
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for him to get ahold of the documents. 

Q Did Pettus talk about the fact that 
McDougal had been prosecuted prior to this date with 
respect to a bank fraud case? I say prior to this 
date, October 9th, when you were talking to him about 
doing this review. 

A I’m sorry? Would you repeat that. 

Q I think I confused you with the question. 

A Yes. 

Q In this conversation with Pettus on October 
9th, did you discuss the fact that McDougal had been 
previously prosecuted by the U.S. Attorney’s Office? 

A I’m not sure. I think it is possible that 
he did say that. I’m not sure whether.he did or 
not. I know that that’s something I eventually 
became aware of, but I’m not sure whether or not 
Pettus said it in that conversation or not. 

Q Did Pettus discuss with you whether or not 
there was any chance for monetary recovery in this 
case? 

A I don’t know. I don’t believe so in that 
conversation, no. 
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Q Did Pettus tell you that he didn’t want to 
open up an official case file because he was 
concerned about disclosures that the referral 
existed? 

A That was the essence of what his concern 
was, about opening up an investigation. It wasn’t -- 
he didn’t say "case file.” He said opening an 
investigation. 

Q In that conversation of October 9th, did 
you or Pettus discuss the fact that Kendrick had 
called Irons inquiring as to the existence of this 
referral on October 6th or some date prior to October 
9th, 1992? 

A I don’t remember. 

Q Did you ever become aware of the fact that 
Kendrick had indeed called Mr. Irons to inquire as to 
the existence of a referral from the RTC with respect 
to Madison? 

A Right. I am aware of that. 

Q When did you become aware of that? 

A I can’t tell you. I don’t remember. It 
would have been - I can’t tell you when I did. 
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Certainly not -- not any sooner than when Fred 
Verinder told me about the meeting at the Department 
of Justice. I just don’t recall when that would have 
occurred. 

Q Do you recall anything else about the 
conversation on October 9th with Mr. Pettus? 

A No. 

Q Did you have any other conversations with 
Mr. Pettus or anyone else from the FBI office in 
Little Rock on October 9, 1992? 

A 1 don’t recall that I did, no. 

Q After your conversation with him, and I 
believe you testified that the understanding was that 
he agreed to review the documents or have his office 
review the documents; correct? 

A That’s correct. 

Q After your conversation with him, what is 
the next thing that you did with respect to this 
case? 

A I’m sure that we would have -- I’m sure 
that I would have made notification to Doug Gow about 
what had transpired. 
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Q Now, prior to the teletype going out on 
October 9th, would you have notified Doug Gow that 
that teletype was going out? 

A I would probably have notified him. I 
don’t know if I would have notified him about the 
teletype going out. I would have probably notified 
him about the meeting at the Department of Justice. 

Q How would you have — how did you notify 
him? 

A I generally would have gone to his office 
and just told him orally, verbally about the 
meeting. 

Q What did you tell him about the meeting at 
the Department of Justice? 

A 1 don’t recall specifically when I did it. 

So I think I would have just briefed him as that the 
referral had come in, that the Department of Justice 
had asked us for our assessment, we were unable to 
give it, and we were beginning to have the Little 
Rock office review the documents and make an 
assessment along with the U.S. Attorney’s Office as 
to whether or not this was a case that was properly 
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predicated and should be investigated. 

Q Did you discuss with Gow whether or not the 
Clintons were named in this referral as witnesses? 

A I’m confident that I would have said that, 

yes. 

Q After your discussion with Pettus on the 
9th, you have indicated that you probably had another 
discussion with Gow as to what occurred in that 
conversation; correct? 

A Right. 

Q What did you say to him with respect to 
that conversation? 

A Again, I can’t tell you specifically what I 
said to him, but I would have told him that Little 
Rock was going forward with making the assessment. 

Q Did you tell him that the SAC in Little 
Rock was giving you a hard time, at least at the 
beginning? 

A I don’t know whether I did or not. 

Q Well, did you believe that that was the 
case at the time? 

A I believe that he was being a little 
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stubborn about it, and I didn’t think that he had a 
very good reason. His reasons seemed to me to be one 
of semantics as to whether or not we were opening an 
investigation or not. 

It was clear to me that the normal course 
of action would obviously be to review documents that 
are sent to you in a referral. You don’t just take a 
referral and on its face, look at the surface 
document and say this thing has no merit. You have 
to look at all the documents that you have been sent 
in order to make such an assessment. 

Q Other than being stubborn, were you 
concerned at all about Mr. Pettus’s motivations in 
not looking further at the referral at that time? 

A No, I really was not. 1 thought that, like 
1 said, this was a very high-pressure time for us. 

It is not unusual for us to get all kinds of 
allegations, and you know that you are going to be 
considered — you know you are going to be 
second-guessed on any of them. 

You have to -- as far as 1 am concerned, 
you have to try to do what you would normally do with 
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any other case, and we tried to do that. 1 think 
Pettus was not interested in getting into a difficult 
high-profile case. I believe that of him. 

Q Did you convey that to Gow? 

A Probably not. 

Q Do you know whether or not at this point in 
time there were some discussions about Pettus being 
moved to another office? 

A I don’t remember when he was moved. I 
don’t think there were any discussions. 1 just can’t 
remember when those discussions occurred. He would 
have been the one that initiated those discussions 
because he wanted to go to Kansas City. 

Q Do you know whether or not he expressed any 
concerns that any decisions he made in this might 
affect his move to Kansas City? 

A I didn’t hear that, no. 

Q After notifying Gow, what is the next thing 
that you recall doing with respect to this or what is 
the next thing that you heard about this 
investigation or review? 

A I don’t recall anything until the results 
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came in, and Little Rock reported their review and 
their determination that no investigation should be 
initiated. 

Q One more question with respect to the 
conversation on the 9th. Did Mr. Pettus express any 
concern about having to complete his assignment by 
October 16th, 1992? 

A I don’t recall a discussion about the 
deadline, no. 

Q In any event, they reported back to you by 
October 16th, on October 16th, 1992; correct? 

A I think they did, yes. 

Q How is it that you received information on 
October 16th, 1992? 

A I can’t recall exactly, but I’m sure that 
Mr. Verinder would have briefed me on the results of 
their review and possibly furnished me a copy of 
their teletype. 

(Pause.) 

Q Mr. Potts, during this brief intermission, 

I have placed in front of you a document marked for 
identification as 526 through 528. It is a teletype 
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dated October 16, 1992 from FBI Little Rock to the 
director regarding James McDougal, et al. 

(Witness examined the document.) 

A Yes. 

Q Are you familiar with this? 

A Yes, I am. 

Q Would this be a copy of a teletype that you 
reviewed on the 16th with respect to this matter? 

A It would be. 

Q I notice on the front page of the teletype 
there is a check and scribbled the name "Potts." 

A Right. 

Q Now, other than reading this teletype, did 
you have any discussions about the specifics of it 
with Mr. Verinder? 

A I believe so. I mean, I believe that we 
sat down and discussed the contents, and my 
recollection is that the white collar crime section 
as well as Mr. Verinder were comfortable with the 
results of the review and concurred. So, I told them 
I also would concur. 

Q Do you recall Verinder telling you that the 
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U.S. Attorney felt that the limited furnished data 
may indicate criminal activity on the part of James 
and Susan McDougal and Lisa Anspaugh? 

A Yes. 

Q Do you recall further that he told you that 
the U.S. Attorney was holding provision of a 
prosecutive opinion regarding those subjects in 
abeyance? 

A Yes. 

Q Did you have some discussion about why, if 
there was an indication of potential criminal 
activity on the part of certain subjects, the U.S. 

Attorney was holding his prosecutive opinion in 
abeyance? 

A I believed it was because of what this 
teletype goes on to say, that McDougal had previously 
been indicted for failure relating to the Madison 
Guaranty Savings & Loan and had been acquitted and 
that he had no assets. There was just some question 
as a result of that as to whether or not that was a 
subject and an investigation that the United States 
Attorney's office would be interested in going 
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forward with prosecution on or not. 

Q Did you view that as a resource question 
versus a question as to whether or not there was 
potential criminal activity? 

A I think it is both. 1 mean, 1 think it 
was — from our standpoint, it is a resource issue if 
the United States Attorney says, look, Pm not 
particularly interested and Pm not sure 1 want to go 
forward with a prosecution on this. 

We have all these failure cases. They tell 
us in the teletype that there are two other referrals 
coming that are much more significant than this one, 
and if the U.S. Attorney’s Office is not interested 
in going forward on the McDougals and Madison, it 
doesn’t make sense for us to put our resources 
there. 

From a U.S. Attorney’s standpoint, it was 
not — at least in terms of FBI resources, it should 
not have been a resource issue. Theirs was based on 
other reasons, it seems to me, that dealt with 
whether or not there could be a good prosecution, 
whether or not it was worthy of a federal prosecution 
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at this point or not. 

Q In any event, they did not render any 
conclusion at that point. They were just holding it 
in abeyance; is that correct? 

A That’s correct. 

Q Now, who did you discuss this teletype 
with? 

A Again, I’m sure that we would have 
briefed -- 

Q Gow? 

A — Gow. 

Q When you say "we" — 

A I mean I would have briefed Gow. 

Q Did you go back and talk to Mueller over at 
Department of Justice? 

A I don’t remember going back and talking to 
Mueller. I do recall, and I believe 1 recall that it 
was a phone conversation either with Mueller or 
Raphaelson -- I cannot remember which - where they 
asked me if I concurred with Little Rock’s position. 

And I told him that it appeared to me that 
they had made a decision based on the opinion of the 
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United States Attorney and that I was not getting any 
kind of a contrary recommendation from the people in 
the FBI headquarters and yes, I did therefore 
concur. 

Q Do you know whether or not you discussed 
this matter with Pettus or Irons after you received 
the teletype? 

A I don’t recall discussing it with either 
one of them. 

Q Do you know whether or not they or someone 
from their office indicated that to do a thorough 
investigation of this matter, it might take as much 
as a year to fully investigate it? 

A I don’t recall that, no. 

Q Or more? 

A I don’t recall that. 

Q Did you have any other conversation with 
Mueller or Raphaelson with respect to this referral? 

A Not that I recall, other than just the one 
with one or the other, where they asked me if 1 
concurred. 

Q Do you recall receiving a copy of the 
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letter to Don Pettus from Mr. Banks dated October 16, 
1992? 

A No. 

Q Showing you what is marked for 
identification as FBI 1000 through 1001, a letter 
dated October 16, 1992 to Don Pettus regarding 
criminal referral C0004 from Mr. Banks. 

(Witness examined the document.) 

You never saw a copy of this letter? 

A No. 

Q Did Mr. Pettus tell you that he had 
received this letter from Mr. Banks? 

A No. 

Q Did Mr. Pettus tell you that he had 
requested the letter from Mr. Banks? 

A No, I don’t recall him saying that at all. 

Q Did you have a further conversation with 
Mr. Pettus with respect to this criminal referral 
after your October 9, 1992 conversation? 

A No, I don’t recall that we did, no. You 
asked me if I had ever seen that. I believe I may 
have seen th at later on, at the end of ’93. 
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Q How did you end up seeing it later on in 
1993? 

A I believe Fred Verinder came in and 
indicated to me - whether or not I read it at that 
point, I’m not sure. He came in and indicated that a 
letter had been found in Little Rock that had been 
sent to the SAC at that time and that it was 
something that should have been responded to. 

Q When in 1993 would you have known that? 

A It would have been late. It would have 
been at the time when we were putting resources into 
Little Rock in order to do the investigation that had 
been opened and when we were sending people down 
doing on-site investigations. I’m talking October, 

November, December. 

Q Of 1993? 

A Of 1993, that’s right. 

Q That’s the first you would have learned of 
that letter? 

A That’s right. 

Q The October 16, 1992 letter. 

A Absolutely. 
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Q So, at that point, as you understood it, 
the Little Rock FBI office was in a noninvestigative 
posture with respect to this criminal referral? 

A That’s correct. 

Q When is the next time you recall a 
discussion with respect to this referral or referrals 
related to it? 

A It would have been ~ the best I can place 
it, it would have been around mid to late summer of 
1993. 

Q July or August? 

A July or August. 

Q 1993? 

A That’s correct. 

Q How did you become aware of the referral 
again? 

A I can’t tell you how I specifically became 
aware. The first thing I can remember being told -- 
and I can’t tell you who told me or what method they 
told me -- was that there was going to be a search on 
this Judge Hale’s business in Little Rock. 

MR. COLE: Mr. Gicale, I was wondering if 


61 


62 


1 we could go off the record for a moment before we 

2 begin this line of inquiry. 

3 MR. GICALE: Sure. 

4 (Discussion off the record.) 

5 MR. GICALE: Back on the record. 

6 BY MR. GICALE: 

7 Q As we have just indicated off the record, I 

8 will be asking you a few more questions about this 

9 point in time up through the Hale matter, and I have 

10 a few more questions during that time period, and 

1 1 then Mr. Cole will then be asking you some questions 

12 with respect to the same time period and then what 

13 will be a little different about this is that we will 

14 then again question you about the period from that 

15 time forward and there will be some cross-examination 

16 after that. 

17 MR. COLE: Follow-up questions. 

18 MR. GICALE: Follow-up questions, yes. 

19 BY MR. GICALE: 

20 Q In December 1992, did you participate in 

21 transition matters with the new administration? 

22 A Yes, I did. 
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Q Did you have meetings with representatives 
of the new administration with respect to matters at 
the FBI and the Department of Justice? 

A Yes, I did. 

Q Who came forward as representatives of the 
administration to discuss matters at the FBI and 
Department of Justice? 

A The only person - I had one discussion 
with Mr. Hamilton, Jim Hamilton, who was going to 
head the transition team. And under the criminal 
investigative division in the FBI, we have 
responsibility for background investigations. 

So I attended a meeting in which I just 
introduced myself, and I introduced Tron Brekke, 
that’s B-r-e-k-k-e, who was responsible for 
background investigations for the FBI. Then Tron 
worked with Mr. Hamilton in terms of how the 
referrals would come to the Bureau for background 
investigations to be done. 

Q And the purpose of you meeting with 
Mr. Hamilton was to prepare for people the 
administration would propose for jobs at the 

~ 64 ~ 

Department of Justice? 

A Govemmentwide. We would be doing most of 
the background investigations. 

Q I’m aware of that. But Mr. Hamilton was 
there for that purpose or just for the Department of 
Justice appointees? 

A No. For govemmentwide. 

The other person I would have had 
conversations with, but a very limited one because 
regretfully on the day that he came to interview 
people, I was out of town, was a Phil Heymann, who 
was doing sort of — I think he was heading the 
transition team for the Department of Justice. I 
would have had a brief conversation with him. We 
prepared briefing books for him on that occasion. 

Q And when would that have been, that there 
was a meeting with Heymann? 

A 1 don’t recall. It would have been in 
December, probably, late November or early December. 

Q Was there more than one meeting with 
Heymann, do you know? 

A Well, I mean all 1 remember is that he came 
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to the Bureau on one or two days and met with a 
number of people to discuss issues. It wasn’t a 
case-specific discussion. It was issue discussions 
about how federal law enforcement should be organized 
and what any particular drug matters, how drugs 
should be investigated in the United States. 

Q Did there come a point in time when there 
was a discussion about case matters with the people 
in the new administration? 

A It would have been after the new 
administration came in. 

Q Did the FBI prepare a summary of, for 
instance, significant cases to brief the Department 
of Justice officials on? 

A There were. 

Q Was this referral listed in that summary? 

A I don’t know. 

Q Do you know if a copy of that summary 
exists now? 

A I don’t know. I don’t have one. I mean, 
it may exist. I’m not telling you — I certainly 
couldn’t tell you that it didn’t or doesn’t. 
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Q Because of the people named in this 
referral, would you have viewed this as either a 
significant or high profile item that should at least 
be discussed with the new administration? 

A That would have been an interesting 
discussion. I don’t remember having a discussion as 
to whether this should have gone in or out, would 
have been in or out of a briefing book. We didn’t 
put cases that we weren’t investigating. We put 
pending investigations that they needed to be aware 
of. 

This was not a pending investigation. So 
it would have been a little unusual to have put it 
in. 

Q If things were not put in the briefing book 
but were of some significance that these new 
officials needed to know about, would they have been 
briefed orally about them? 

A Certainly possible that they would have 
been, yes. 

Q Do you know whether or not any 
representatives of the administration or newly 
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1 appointed officials in the new administration were 

2 briefed on this referral? 

3 A I do not know, no. 

4 Q In early 1993, Mr. Hubbell came to the 

5 Department of Justice; correct? 

6 A I’m sure he did. 

7 Q Did you have any discussions with 

8 Mr. Hubbell about this referral? 

9 A 1 don’t recall discussing this with 

10 Mr. Hubbell, no. 

11 Q In 1993 or ~ 

12 A At any time. 

13 Q Do you know whether or not Mr. Hubbell made 

14 any inquiry with respect to this referral? 

15 A No, I don’t. 

16 Q Do you know whether or not Mr. Hubbell had 

17 access to information with respect to this referral? 

18 A No, 1 don’t. 

19 Q Did there come a point in time eventually 

20 that you received copies of the referral or a copy of 

21 the referral? 

22 A I am sure at some point 1 received a copy 
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1 of it. I can’t tell you at what point. I can tell 

2 you that I didn’t review it in any detail at all. 

3 Q Did you have it prior to the Hale case? 

4 A I don’t know. 

5 Q Were you made aware of the fact that 

6 Mr. Banks had sought to recuse himself from this case 

7 in January and February of 1993? 

8 A No. I don’t recall that. 

9 Q Were you made aware of the fact that the 

10 criminal division fraud section conducted some type 

1 1 of evaluation of the referral in February or March 

12 1993? 

13 A No. Just to let you know, that would not 

14 have been unusual. Transition matters kept me pretty 

15 much occupied through December and January, and then 

16 at the end of February, Waco started. 

12 Q And that consumed a lot of your time after 

18 that? 

19 A It did. 

20 Q So the next time you remember any 

21 discussion or taking any action with respect to this 

22 referral would have been around mid- 1993? 
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A That’s correct. 

MR. GICALE: I have nothing further at this 
point with respect to that time period. 

MR. COLE: Thank you, Mr. Gicale. 

EXAMINATION 

BY MR. COLE: 

Q Mr. Potts, first I would like to thank you 
and your counsel for permitting us to depart from our 
normal procedure here so I have the opportunity to 
ask you some questions about the 1992 time period 
before I leave to attend another deposition. 

Before we begin, sir, would you like to 
take a break? 

A No. I’m fine, sir. 

Q In the summer of 1992, what was 
Mr. Raphaelson’s position in the Department of 
Justice? 

A He was responsible — he was the special 
counsel for financial institution fraud matters. 

Q In your position at the Federal Bureau of 
Investigation, how frequently did you have contact 
with Mr. Raphaelson? 
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A Very frequently. Certainly every week we 
talked. 

Q If I understand your testimony earlier 
today, your best recollection is that you had no 
contact with anyone in the Department of Justice 
concerning the Madison Guaranty criminal referral 
prior to the October 8th meeting that you testified 
about. 

A That’s correct. See, I can’t remember any 
information that I had about that referral prior to 
that meeting. 

Q If I could show you a couple of documents, 
unfortunately they are not Bates numbered, but 1 will 
describe them for the record and state they are from 
the production of documents from Mr. Ira Raphaelson. 

One is a September 1 1, 1992, what appears 
to be a telephone log, and the third item from the 
bottom of that page shows an entry with your name and 
appears to indicate that you were returning a call 
from Mr. Raphaelson. 

A Yes. 

Q Do you have any recollection, sir, at that 
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time what you might have been calling Mr. Raphaelson 
about? 

A I do not. 

Q Are you confident to the best of your 
recollection that it was not anything regarding 
Madison Guaranty Savings & Loan or the Clintons? 

A To the best of my recollection, I don’t 
believe it had anything to do with Madison. 

Q If Mr. Raphaelson wanted to obtain 
information from the Federal Bureau of Investigation 
as to whether or not a particular matter was the 
subject of an FBI investigation, who would he have 
contacted at that time? 

A Most likely Tom Kubic or Fred Verinder. 

Q Do you have any recollection of 
Mr. Raphaelson ever contacting you? 

A I do not. 

Q With regard to the — I’m pausing because 
I’m trying to remember whether this was a teletype or 
an Airtel or just a fax. With regard to the document 
that Mr. Gicale showed you earlier dated October 7, 

1992, Bates numbered FBI 985 through 996, if 1 could 
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show you that document again, sir. 

A Yes. 

Q You have no recollection of having seen 
that document prior to the October 8th meeting that 
you described? 

A No, I do not. 

Q Would it have been within the scope of his 
responsibilities for Mr. Kendrick to have contacted 
Mr. Irons or others in the Little Rock FBI office on 
this matter at his own initiative? 

A Certainly. 

Q Do you have any knowledge as to whether 
anyone directed Mr. Kendrick to make that inquiry 
that is referenced on the first page of that 
telecopy? 

A No, sir, I do not. 

Q To your knowledge, was there only one 
meeting with Department of Justice officials, one 
face-to-face meeting between Department of Justice 
officials and FBI officials on this subject, the 
subject being the Madison Guaranty criminal referral? 

A That’s correct. 
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Q At the meeting that you attended on October 
8th, the only two Department of Justice officials 
that you recall attending were Mr. Mueller and 
Mr. Raphaelson; is that correct? 

A That’s right. 

Q Mr. Mueller was the head of the criminal 
division in the Justice Department at that time? 

A That’s right. 

Q Was that a political appointment? 

A Yes, it was. 

Q You previously described Mr. Raphaelson’s 

position as head of the financial institution fraud 
section or unit of the Department of Justice? 

A That’s right. He was special counsel. 

Q Was that a political appointment? 

A Yes, it was. 

Q So, there were no officials from the 
Department of Justice there who were career Justice 
Department officials? 

A I believe surely there probably were, but I 
just don’t recall who they were. 

Q The documents that we have, including a 
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draft of a chronology that is numbered FBI 1062 shows 
Mr. Raphaelson, Mr. Mueller, Mr. Verinder, 

Mr. Kendrick, Mr. Dick and Mr. Kubic, and I had a 
question before today as to why your name wasn’t on 
that. I think perhaps you have already answered my 
question by explaining that you came into the meeting 
late. 

A I didn’t really participate in much of the 
meeting. 

Q My purpose in showing you the document at 
this time is to ask whether you recall whether there 
was anyone other than Mr. Raphaelson and Mr. Mueller 
from the Department of Justice at the meeting. 

A I can’t recall specifically anyone else. 

So I just can’t tell you. 

Q In your experience at the FBI, would it 
have been unusual to have a meeting on a matter 
concerning a possible criminal investigation that 
would not have been attended by any career Department 
of Justice officials? 

A No. I mean I think as long as you have the 
two people who were primarily responsible for the 
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programs, I don’t think that is necessarily unusual. 

Q Recognizing that you came into the meeting 
late, you indicated that perhaps it was even near the 
end of the meeting, do you have any recollection of 
whether anyone at the meetings indicated a desire or 
interest to learn what the criminal referral or the 
attachment to the criminal referral said about the 
Clintons? 

A No. The discussion I recall was to find 
out whether or not this constituted predication for 
an investigation in whether we should go forward. 

Q And not limiting my question to what was 
said or what you heard being said at that meeting, 
did you ever come to learn that anyone in the 
Department of Justice or the FBI had an interest in 
learning what the criminal referral said about the 
Clintons? 

A No. 

Q Did anyone at the meeting indicate that the 
Attorney General, who then I believe was Mr. William 
Barr, was interested in obtaining additional 
information about the criminal referral? 
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A I don’t recall his name ever being 
mentioned in relation to this, no. 

Q I don’t want to recover all of the ground 
that Mr. Gicale already has covered, but there is one 
aspect of the events that you described that 1 don’t 
fully understand, and I will try to ask the question 
as succinctly as I can. If I am not clear, you or 
your counsel I’m sure can tell me. 

I believe you testified that the FBI’s 
policy was not to conduct a criminal investigation if 
a local U.S. Attorney’s Office had decided a matter 
was not appropriate for prosecution for whatever 
reason; is that correct? 

A That’s correct. 

Q What I’m struggling with is to understand 
why after the meeting on October 8th there was 
apparently a consensus reached that it was necessary 
for the FBI to review the documents in Little Rock, I 
believe is what you testified to, in light of the 
fact that the U.S. Attorney in Little Rock had 
determined that at that time he was not interested in 
pursuing a criminal investigation. 
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Can you shed any more information on that 
so it is clear? 

A I can’t. While we certainly give deference 
to the United States Attorney’s office in terms of 
making a prosecutive opinion, it would be highly 
unusual for the FBI not to have an opinion about 
whether or not — 

Q I would expect that would be your answer. 

A — about whether or not we should go 

forward or not. The referral had been made to the 
U.S. Attorney’s Office and to the FBI. The FBI has 
the responsibility for investigation of FIF matters, 
especially failures that were such a big issue at the 
time. 

Therefore, we would have — it is not 
something where we let the U.S. Attorney’s Office 
review all the facts and tell us and then if they 
think there should be an investigation, they send it 
over to us and say go do it. 

It is more of where we make an assessment, 
they make an assessment and then we sit down and 
discuss it. They have, I tend to say, the final 

78 

say. They certainly have the say in terms of whether 
or not it should be prosecuted or not. 

If we disagree with that and it cannot be 
resolved on the local level, then it is referred to 
Washington for a resolution, and that sometimes 
occurs. 

Q At the October 8th meeting, was there any 
discussion of the local U.S. Attorney’s position on 
the matter? 

A Not while I was there. I don’t recall any 
discussion about that at all. 

Q And I believe if I am recalling your 
testimony correctly, you recall a second follow-up 
discussion with Mr. Verinder, perhaps Mr. Kubic, in 
which you discuss the teletype or Airtel that was 
sent from FBI headquarters to Little Rock to review 
the documents? 

A That’s correct. 

Q At the time of that discussion with 

Mr. Verinder and perhaps others, was there any 
discussion of what the position was at the local 
U.S. Attorney in Little Rock with regard to 
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proceeding with an investigation? 

A I don’t recall that there was, no. 

Q At the October 8 meeting or otherwise, did 
anyone express any concern about the fact that at 
that time the only persons who had reviewed the 
documentation associated with the criminal referral 
were local prosecutors in Little Rock? 

A At what point? 

Q At either the October 8th meeting or if not 
at that meeting otherwise at any other time. 

A I would have expressed that on the 9th. 

I’m not so sure that I didn’t express that to SAC 
Pettus, that we had a shared responsibility in making 
this determination as to whether an investigation 
should be done or not. 

Q I think I made my question too broad. 

Perhaps I should focus on the October 8th meeting. 

Do you recall any discussion at the October 8th 
meeting of concern that only local prosecutors in 
Little Rock had reviewed the documentation? 

A No, except for the fact that it was clear 
that we had not reviewed the documents. When I say 
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we, the FBI in Little Rock had not reviewed the 
documents, and that the department was asking for an 
FBI assessment, and therefore we would have to do 
that. 

Q At what point - and 1 apologize, I think 
you testified to this. At what point did you come to 
learn that the FBI in Little Rock did not have the 
documents and that the documents had been given to 
the local U.S. Attorney? 

A I’m not sure. I assume that after -- I 
have to assume that it was on the — it was either 
after the meeting on the 8th or on the 9th that I 
learned that. 

Q Do you have any knowledge as to what is the 
normal practice when RTC criminal referrals are 
forwarded to the Department of Justice and the FBI as 
to who is provided the documentation? 

A My understanding — and I could be wrong on 
this, it is not an area where I am an expert - but 
my understanding is that we would both get the 
documents, the attached documents. 

Q Do you have any knowledge as to why that 
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did not occur in this case? 

A I do not. 

Q Did you ever discuss that with Mr. Pettus? 

A I did not. 

Q Did anyone ever indicate to you in words or 
in substance that the RTC had an interest in having 
that criminal referral acted upon quickly by the 
Department of Justice? 

A You said did they ever. I know that in 
1993, there were stories that indicated that RTC had 
been anxious to have that acted on, but I don’t have 
any direct information about that. 

Q Other than some press accounts at or about 
the time of the events we are discussing, which would 
be the fall of 1992, you had no — 

A No. I believe Don Pettus said you have to 
question the motivation of a referral that comes in 
at this time, and I said I agree. 1 think any time 
we get information, you have to question the 
motivation of the person that is giving it. 

You can’t just go on assumption. You have 

to look at the facts and see if there are any facts 
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that support it. You make your decision from that 
point, not from not knowing what the facts in the 
referral are. 

Q Did Mr. Pettus say anything more about why 
you would have to question the motivation of the 
referral that was received at that time? 

A My memory is that he was basing it on 
timing and that was it. 

Q Did he say anything further to you about 
the concerns of the United States Attorney in that 
regard? 

A No. I mean, I believe he connected the 
U.S. Attorney’s concerns with that same issue. 

Q What is your best understanding of why 
Mr. Mueller called the meeting on October 8th? 

A To determine whether or not the FBI had an 
assessment as to whether or not this referral should 
be acted upon and investigated. 

Q And are you aware of any other instance in 
which the Department of Justice made such an inquiry 
of the FBI concerning an RTC criminal referral? Let 
me clarify that by saying FBI headquarters. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7559 


83 

A 1 think that was a very normal occurrence 
for failure matters to be a point of discussion as to 
whether or not there should be investigation or not. 

Q It is your testimony that it was a normal 
occurrence for senior officials, including the head 
of the criminal division, to contact senior officials 
like yourself at FBI headquarters and ask that they 
take action with respect to a referral in a local 
U.S. Attorney’s Office? 

A No, you stated it a little broader than 
what I intended. First, I don’t recall them 
contacting me about the meeting. 1 remember hearing 
about it from Fred Verinder. That was Ira 
Raphaelson’s main job. It was his only job, was to 
oversee — I don’t mean to demean that — 

Q We may have to check his testimony on 
that. I believe he described his responsibilities a 
bit more expansively. 

A Well, and they may well have been much more 
expansive. But his position was special counsel — I 
don’t want to get in the middle of this. 

His position was special counsel for 
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financial institution fraud matters, and so it would 
have been highly normal for him to have those kind of 
conversations with Fred Verinder, Tom Kubic and even 
to call me. That would not be out of the ordinary. 

I believe that this was clearly — let me 
just say it wouldn’t be out of the ordinary in 
several of the other allegations that came in about 
this time, about election time, for me to be involved 
in discussions or for Bob Mueller to be involved in 
discussions if any of the candidates were listed as 
victims, witnesses, subjects or any of the above. 

So, I mean that wouldn’t have been 
abnormal. 

Q Thank you. That’s all. In the time period 
that we have been discussing, which would be the fall 
of 1992, did you have any discussions with Director 
Sessions about the Madison referral or events 
associated with that referral? 

A 1 don’t specifically recall whether or not 
I did or not. At that particular time, Director 
Sessions had meetings in the morning with the deputy 
director and the two deputy or associate deputy 
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directors, and so they would have frequently briefed 
him on what was going on, what the issues were and 
what cases were being investigated and things like 
that. 

I just can’t recall specifically discussing 
this matter with Director Sessions. 

Q Is this matter, now that I think we have 
explored it in reasonable detail, the kind of thing 
that in the normal course would have been reported to 
the director? 

A Absolutely. 

Q But you have no recollection -- 

A No question about that. You would have 
expected that Mr. Gow would have told Mr. Clark who 
would have told the director or that Mr. Gow would 
have told the director directly, clearly. 

Q But you have no recollection as to whether 
that in fact occurred? 

A I do not. 

Q Do you have any recollection as to whether 
the director ever inquired about this matter to you 
or others? 
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A No, I do not. 

Q Other than the discussions that you have 
testified to already with Mr. Mueller, 

Mr. Raphaelson, including the follow-up discussion 1 
believe you said you had with either Mr. Mueller or 
Mr. Raphaelson, did you have any other discussions 
with anyone at the Department of Justice about this 
matter? 

A Not in 1992, no. 

Q Up until the presidential inauguration in 
1993, say, did you have any discussions? 

A No, I don’t believe so. The only -- no, 
not at that point. Later on with Jack Keeney. 

Q My next question was going to be if you 
ever discussed this question with Mr. Keeney. 

A I did. 

Q I won’t ask you when, but I will say for 
Mr. Gicale’s benefit, if it comes into the area that 
we haven’t yet explored, I won’t get into it. 

A 1 believe it comes in the summer, early 
fall of 1993. 

Q Having to do with the Hale investigation? 
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A Yes. 

Q I will defer on that point. 

Do you have any knowledge of anyone else at 
the FBI having discussions with anyone at the 
Department of Justice other than what you have 
already testified to today at any time in calendar 
1992? 

A No. I’m confident that someone, either 
Verinder or Kubic or Kevin Kendrick, or someone would 
have relayed this information formally to the 
Department of Justice about the opinion of the FBI 
Little Rock and U.S. Attorney Little Rock. I don’t 
have any knowledge of who did that or when. 

Q Do you have any knowledge of anyone at the 
FBI discussing this matter with anyone else in or out 
of government other than what you have discussed 
today in 1992? 

A No, I do not. 

Q So to the best of your knowledge, this 
matter was kept confidential at least through 1992? 

A Yes. 

Q Just to hopefully close the loop, do you 
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have any knowledge of any inquiries being directed to 
the Department of Justice — and I would define the 
Department of Justice to include the FBI -- about 
this matter other than what we have discussed this 
morning in 1992? 

A No, I don’t. I am aware, but I don’t think 
I was aware of it then, of a press inquiry at some 
point before the meeting at the Department of Justice 
as to whether or not there was an investigation. 

Q I believe we have a document that 
references that press inquiry, if you will bear with 
me for a moment. Perhaps I can find it. 

(Pause.) 

A I think that’s where I saw it, was in a 
chronology. 

Q That’s what I’m looking for. Perhaps while 
my colleague is finding the document, do you recall 
what you learned about that press inquiry? 

A No. Just simply that there had been a 
press inquiry. I don’t know from where the inquiry 
came. It went to the Department of Justice as to 
whether or not there was a criminal investigation 
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ongoing regarding then-candidate for president Bill 
Clinton. 

Q So, to the best of your recollection, the 
press inquiry was phrased in terms of Bill Clinton as 
opposed to Madison Guaranty or Jim McDougal or any of 
the other entities that were involved here? 

A I believe it was, yes. 

Q Do you have any knowledge as to whether 
that press inquiry came into the Department of 
Justice or the FBI? 

A Getting my information from the chronology, 

1 didn’t have any direct knowledge of it. My memory 
of the chronology was that it came into the 
Department of Justice, who then asked the FBI if we 
had anything, and I believe we reported we did not. 

Q Just so that our record is clear here, I 
will show you the document, which is numbered FBI 
960, which appears to be a final version of a 
chronology without the exhibits. I think the third 
entry may be what you are referring to. 

(Witness examined the document.) 

A That’s correct. 
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Q Do you have any knowledge concerning that 
press inquiry other than what is shown in the 
chronology there? 

A I do not. 

Q Do you recall discussing that with anyone? 

A No. I only recall seeing this when the 
chronology was prepared. 

Q Do you have any knowledge in this time 
period, the summer, fall of 1992, of any inquiries 
from the White House to the Department of Justice 
concerning this matter? 

A No. 

Q And would the same be true with respect to 
inquiries to the FBI? 

A That’s correct. The answer is no. 

MR. COLE: I don’t think I have anything 
further at this time. If you would like to proceed, 

Mr. Gicale, with the 1993 events that you had begun. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

EXAMINATION 

BY MR. GICALE: 
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Q Mr. Potts, did you ever talk to Mr. Banks 
about this in 1992? 

A No. 

Q Have you ever talked to Mr. Banks about 
this before? 

A No. 

Q When you say that there was a report, a 
press inquiry at DOJ, and that the response was that 
there was no file, how do you know that? 

A From the chronology. 

Q And that really is the sole source of your 
knowledge? 

A That is the sole source of my knowledge 
regarding that. 

MR. GICALE: Off the record again. 

(Discussion off the record.) 

BY MR. GICALE: 

Q The next time you indicated that you 
learned of something going on with respect to this 
referral or you did anything with respect to this 
criminal referral C0004 was sometime in midyear, July 
or August of 1993; correct? 
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A That’s correct. 

Q And you say it came up with respect to the 
Hale investigation? 

A That’s correct. 

Q Now, how is that? 

A I believe the first thing I remember being 
told was that we were doing a search on Hale’s 
business. 

Q Do you know who told you that? 

A No. 

Q How did you relate that to the C0004 
referral? 

A They indicated that - the reason I put the 
two together is that they told me that Hale was an 
associate of McDougal’s. 

Q And so you knew McDougal was the subject of 
this first referral and that C0004 - 

A They told me that, that this is an 
individual who is an associate of McDougal’s who was 
in this first referral. 

Q What was the next thing you recall in terms 
of the referral or some discussion about McDougal and 
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an investigation of Madison? 

A Then later on, we opened an investigation 
of — a financial institution fraud investigation 
where both Hale and McDougal were subjects involving 
Madison — 

Q It was an investigation of Madison 
Guaranty? 

A That’s right. 

Q That would have been in July or August 
1993? 

A Right. 1 believe that was subsequent to 
the search of Hale’s business. 

Q Now, how were you briefed on that 
information? 

A Again, I can’t — 1 don’t remember 
specifically, but I am confident that I was. 

Q Would that have been orally or through 
reports that would have been submitted from agents in 
Little Rock to headquarters? 

A 1 believe it would have been orally. 

Q Orally? 

A Yes. 
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Q At that point in time, July or August, did 
you then take any steps to further review the 
referral or further discuss the initial referral? 

A No, I did not. 

Q After learning that the office out in 
Little Rock had opened an investigation with respect 
to Hale, possibly McDougal and Madison Guaranty in 
August of 1993, what was your next involvement or 
awareness with respect to this investigation? 

A My memory is that in probably September 
there were — 1 was being told by Fred Verinder that 
there were other referrals that were supposed to come 
from RTC regarding Madison, but that they weren’t 
coming as quickly as they should, in his opinion, and 
that he and other people within the criminal division 
were working with Little Rock and RTC to try to speed 
that up. 

And then there was - I was being told that 
there was going to be an indictment on Hale. 

Q You got that information from Verinder? 

A From Verinder. Now, at about that same 
time, you know, the new director was coming in. So, 
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we would have been briefing him on what was going on 
with this. 

Q Director Freeh? 

A Director Freeh. I know that one of the 
things that I set up after he came in, but 1 can’t 
tell you — it was probably near the end of the month 
by the time he got around to this, that we were 
briefing him on different sections of the criminal 
division, organized crime, drugs, and we briefed him 
on white collar crime I believe in September, and he 
would have received at least a cursory briefing on 
this in September. 

Q Would that briefing have included a 
reference to the first referral and Hale and the 
investigation in August of ’93? 

A I don’t know whether it did or not. I was 
not there. 

Q Showing you what is marked for 
identification as FBI number 2298, these are some 
notes. The word at the top of these notes is a word 
titled "transfer." There is a title of "transfer" at 
the top of the notes. 
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Are these your notes or do you know whose 
notes they are? 

A I don’t know whose notes they are. They 
are not mine. 

Q Have you ever seen these notes? 

A Yes, I have. I saw them when Andrea showed 
me some of the documents that pertained to this last 
week or two weeks ago, and that’s the first time I 
saw this. 

Q Going to the middle of the page where it 
says "according to Potts and Verinder, they both 
better have their ducks in order," do you know what 
that refers to? 

A I can’t tell you exactly what this — this 
is hard for me to read, and it is — so, I would be 
guessing. But because it was talking about being 
selected by the Fiske people to go to Little Rock -- 

Q So, this is post-November 1993? 

A Yes. 

Q I’m sorry - post-January 1994? 

A Yes. 

MS. SIMONTON: Which is also post-November 
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BY MR. GICALE: 

Q Now, do you know when you learned that Hale 
would be indicted? Do you know what date you learned 
that he would be indicted? 

A I don’t know. 

Q Do you recall whether it was a Friday or a 
Monday? 

A I do not. 

Q Earlier you testified that eventually you 
had some conversation with Mr. Keeney from the 
Department of Justice. Would that have been around 
the time that you found out that Mr. Hale was going 
to be indicted? 

A Probably. I can’t tell you whether it was 
before or after, but my concern — I think my 
conversation with Mr. Keeney was a concern that we 
needed to get all these other referrals from RTC and 
we needed ~ I also had discussions probably in 
October of ’92 with Mr. Keeney about — 

Q ’October ’92? 

A ’October of ’92 — no. ’93. 1 said ’92. 
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I meant ’93. In October of ’93, discussions about 
getting some kind of a -- getting the issue regarding 
the proffer that Hale’s attorney was indicating he 
would make resolved, because that was an issue 
especially after his indictment that was of primary 
interest to us, to get some kind of — that whole 
issue of the proffer decided upon. 

Q Now, around the time that Mr. Hale was 
indicted, did you become aware of some press 
inquiries with respect to Hale’s pending indictment? 

A Well, I became aware of the fact that Hale 
was talking to the press. 

Q How did you become aware of that? 

A I’m not sure other than, again, 1 learned 
probably almost everything in this case through Fred 
Verinder. But he would have told me that there were 
press accounts and that Hale was indicating that he 
knew a lot of information about the political figures 
in Arkansas and that he was willing to make this 
information known to the government. 

Q And that was prior to his indictment? 

A I don’t know. I don’t know whether that 
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was before his indictment or after. 

Q Do you know whether or not there was a 
meeting at the Department of Justice to discuss some 
of these press inquiries with Mr. Keeney? 

A I do not. 

Q Do you know whether or not Mr. Nathan from 
the Department of Justice had received some inquiries 
from somebody in the press with respect to these 
allegations? 

A I’m not sure. I think I - I received a 
phone call, and I think it was at home, on the 
weekend from Mr. Keeney, and I can’t tell you whether 
it was before or after the indictment, who indicated 
to me that a high-level Department of Justice 
official had received information from someone who 
wanted to remain confidential about Hale and the fact 
that Hale had information to be passed along 
regarding some political figures in Arkansas. 

Q Which political figures? 

A I believe the Clintons were mentioned. 

Q Anybody else that you recall? 

A There were other names. I can’t remember 
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whether Governor Tucker’s name was mentioned at that 
point or not. I just don’t recall. 

Q Now, Keeney called you to inform you of 
this or to request something of the department at 
this point? 

A My recollection is he called to inform me 
of that. 

Q Did he indicate to you that there would be 
a meeting at the Department of Justice on the 
following Monday to discuss the information that the 
high-level official had received? 

A I don’t — I remember that we would have 
some follow-up the next week, but I don’t recall that 
there was going to be a meeting on Monday. 

Q Did he identify the official at that point? 

A No. 

Q What follow-up was discussed in this phone 
call? 

A I don’t — just that we would have the FBI 
and Department of Justice get together next week for 
the follow-up. 

Q And did you participate in the follow-up 
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conversations between the FBI and the Department of 
Justice the following week? 

A No, I didn’t. 

Q Were you briefed on them? 

A I probably was. I don’t remember 
specifically what was discussed, though. 

Q I’m going to show you what is marked for 
identification as Exhibit 4660 through 4662. This is 
a memorandum to the director dated September 21, 1993 
from John Keeney regarding subject David Hale dba 
Capital Management. 

(Witness examined the document.) 

A Yes. 

Q Are you familiar with this memorandum? 

A I am, yes. 

Q Did you review this memorandum at the FBI 
around the date of this memorandum, September 21, 

1993? 

A I’m sure that I did, yes. 

Q And the purpose of this memorandum was to 
summarize the status of information from different 

sources with respect to this investigation; correct? 
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A That’s correct. 

Q Now, did you discuss this memorandum with 
Mr. Keeney during that week, around September 21, 

1993? 

A No. I believe that I would have given this 
to Fred Verinder and he would have followed up. 

Q Did you have any discussions with Verinder 
about the content of the memorandum? 

A As I said, there were continuing 
discussions about trying to nail down whether or not 
we were going to get a proffer from Hale or not. 

Q And did Mr. Verinder or someone else update 
you as to the plea discussions that were ongoing with 
Ms. Casey’s office in Little Rock? 

A With regard to Hale? 

Q Yes. 

A Yes. 

Q Was there some discussion about the 
position of the FBI with respect to a requirement as 
to what Hale would have to plead to in return for the 
proffer? 

A No. I mean, I believe that there was — I 
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don’t recall the FBI, not in Washington, taking a 
position with regard to that. I do recall that Hale 
was asking, I believe, for complete immunity, if I 
recall correctly. We thought the proffer would have 
to be pretty good to go for that. 

Q Do you recall any discussions in Washington 
about the possibility of -- strike that. 

Do you recall receiving any information 
from anyone that the attorney for Mr. Hale, 

Mr. Coleman, had not expressed confidence in the 
U.S. Attorney’s ability to address this fairly and 
impartially? 

A I believe there were — I think there were 
feelings from both sides that — I don’t specifically 
recall that there was a concern on the defense 
attorney’s part that they couldn’t address it 
impartially but that they couldn’t bring this thing 
to a conclusion. There was a feeling that I was 
getting from Verinder that the defense attorneys were 
just simply trying to delay it. 

Q Do you know whether or not the defense 
attorney or attorneys were ever told that they could 
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come to the Department of Justice in Washington to 
discuss their proffer? 

A I do not. 

Q Do you know whether or not Mr. Keeney 
indicated to Ms. Casey that she should recuse herself 
from this matter? 

A I do not. I know that in probably October 
we learned that Ms. Casey was in fact considering 
recusal and that in fact she had in essence already 
had an Assistant United States Attorney handling most 
of the matters relating to this case as opposed to 
her handling it. 

Q Do you recall whether or not your 
department took a position as to whether or not she 
should recuse herself from the matter? 

A I don’t believe that we did, no. 

Q Do you recall whether or not Mr. Irons at 
some point in time had briefed Ms. Casey with respect 
to the involvement of Mr. Tucker and Mr. Ward and 
Mr. Smith? 

A No, I do not. 

Q Do you know whether or not Ms. Casey 
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indicated that she would recuse herself on September 
24th, 1993? 

A That she would? My best memory is that 
sometime after the indictment of Hale, probably in 
October I learned that she was considering recusal. 

Q Do you know why she was considering 
recusal? 

A Because of her prior association with some 
of the people who were involved in the case, and I 
can’t remember whether that was Ward or Tucker or 
both. I just don’t recall. 

Q Do you know whether or not it was the 
director’s position that she should recuse herself 
from this matter? 

A No, I don’t. The only thing I recall at 
all in that regard is an expression I believe it was 
after the recusal had occurred that that decision 
seems like it could have been done at an earlier 
stage. 

Q Expression from the director? 

A Yes, that the decision could have been made 
earlier. 
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Q Did he indicate whether or not he thought 
it affected the handling of the case? 

A No. If he had felt that, I would have 
known that. He didn’t express it to me. 

Q I’m going to show you what is marked as FBI 
2082. This is an E-mail, I guess, from Kubic to 
Owens, Kendrick, Wade dated September 26, 1993, 1:23 
p.m., regarding the director’s visit. 

Would this be one of the briefings you were 
referring to in late September? 

A This is the briefing I was referring to. 

It is to Kendrick, Chuck Owens, Ed Lukinoff and Rick 
Wade, who were the unit chiefs working for Tom Kubic 
within white collar crime in Washington. 

Q You believe it was at the briefing 
referenced here that this matter, Madison, would have 
come up? 

A Yes. 

Q September 26th? 

A Yes. 

Q September 26 is the date of the E-mail. 

A That is a Sunday. 
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Q Tomorrow morning it says is the meeting 
which would have been September 27, 1993. 

A Right. I said that first name was Kevin 
Kendrick. It may have been to Jane Erickson. I’m 
not sure. That’s an E-mail abbreviation and I don’t 
know who got that. 

Q Do you know whether or not the U.S. 

Attorney during that period of time, late September, 
October, was telling the FBI that while she would 
recuse, she was concerned about the timing of the 
recusal? 

A No, I don’t. 

Q Do you recall any other involvement you may 
have had with respect to this case in September of 
1993? 

A No, not in September. 

Q What about October? 

A October I believe would have been the time 
when the other referrals came in. We had nine 
referrals. We started getting a pretty large volume 
of documents from RTC. So, I would have been 
involved in discus sions about getting the proper 
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resources to Little Rock to handle all of that. 

Q Any further discussions with respect to a 
proffer from Mr. Hale? 

A I think that continued. I think the 
discussions regarding the proffer and resources were 
the two major discussions that occurred from October 
through December. 

Q What discussions do you recall occurring 
with respect to the proffer? 

A Just — the discussions I would have had 
would have been very basic ones with Verinder where I 
would ask whether or not any progress had been made 
and he would tell me no. There were some update 
notes that we did to the director, two or three 
update notes that we would have done to the director 
regarding the case. 

Q The status of the overall investigation? 

When you say "the case," are you referring to Hale 
and Madison at this point? 

A That’s right. 

Q When the referrals came in in October, the 
second set of referrals, would you have received a 
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copy of those referrals? 

A No, 1 probably would not have. 

Q Did you receive a copy? 

A I don’t recall that I did. 

Q Did anybody discuss the content of those 
referrals with you? 

A I think we summarized those in a note for 
the director, I mean a summary of about two or three 
sentences on each referral, which would just have 
indicated who the primary subjects were in each of 
the referrals. 

Q Do you know who prepared that? 

A It would have been prepared out of the 
white collar crime section. 

Q In Washington? 

A In Washington, yes. 

Q Now, at that point in time, who were you 
reporting to? 

A More directly to Floyd Clark, but I believe 
that Doug Gow was still there. But I would have had 
more direct conversations with Floyd Clark at that 
point. But Doug Gow was still kept in the loop. 
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Q With respect to resources and the proffer 
and the information from the press, would you have 
been briefing Gow and/or Clark? 

A And the director. 

Q And the director during this time period? 

A Yes. 

Q And with respect to the content of the 
referrals, would you have been notifying the same 
people? 

A Yes. A note to the director regarding this 
would have gone through Gow and Clark to the 
director. 

MR. GICALE: Off the record. 

(Discussion off the record.) 

BY MR. GICALE: 

Q Mr. Potts, you have indicated you recall 
seeing two notes to the director. When would those 
have been? 

A In October and November. One in October 
and one in November. 

Q And those notes would have summarized the 
status of the investigation at that point in time? 
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A That’s correct, in a very short, basic way, 
just generally what the status was. 

Q Did you have any other involvement with 
respect to this case in October 1993? 

A No, I didn’t. 

Q Did you have any conversations with 
Mr. Keeney at the Department of Justice in October 
1993? 

A No. I believe in late October we had a 
request that did not - I’m not sure who it came to. 

It would have come probably to Fred Verinder for us 
to do an update, just a letter to him, to Jack 
Keeney, summarizing the status of the investigation. 

Q Would that be the extent of the contact 
with Keeney during that time period? 

A That’s correct. 

Q Did you have any meetings at the Department 
of Justice with respect to this? 

A No. 

Q Were you aware of any meetings? 

A No. I’m not specifically aware of any 

meetings, no. 
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Q Did you have any conversations with the 
U.S. Attorney out in Little Rock at that point? 

A Never, no. 

Q Paula Casey? 

A No. 

Q Her first assistant, Mr. Johnson? 

A No. 

Q Do you recall a point in time in October 
1993 when the U.S. Attorney declined the first 
referral? 

A No. I was not aware of that, that that 
letter had been sent. 

Q Did you subsequently become aware that a 
letter had been sent? 

A I did become subsequently aware of it and I 
cannot tell you when that was. I have a difficult 
time placing it at all. I don’t believe it was in 
close time period to the declination itself. 

Q Did you see the letter of declination? 

A I don’t believe that I did, no. 

Q Did the FBI agents — I’m going to show you 
what is marked for identification as Exhibit 
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Number 1006, a letter dated October 27, 1993 to Jean 
Lewis from Paula Casey regarding criminal referral 
C0004. 

Did you receive a copy of this letter? 

A Not that I recall, no. 

Q Do you recall any agents or any supervisors 
in Washington telling you that Paula Casey had 
contacted the FBI office in Little Rock to discuss 
whether or not this letter should be sent prior to it 
being sent out? 

A No. 

Q Do you recall any other involvement between 
the end of ~ between October and the time that 
Ms. Casey recused herself on November 5th? 

A No, I don’t recall any. 

MR. GICALE: I believe I have nothing 
further at this point. It is now noon. Can we just 
break for a minute? 

MR. COLE: Sure. 

(Recess.) 

EXAMINATION 

BY MR. DINH: 
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Q I just have a couple more questions to 
clarify in my mind the chronology you have laid out 
for Mr. Gicale. Before I do that, I would like to 
note our apology for the fact that Mr. Gicale had to 
leave. As you may know, Mr. Gicale is involved in 
the other deposition that Mr. Cole also had to 
participate in, and around this time of year, 
especially with hearings going on, our staffing 
becomes a little bit hectic. 

I am Viet Dinh. I am with the Majority 

staff. 

Going back to your first knowledge of the 
FBI investigation of David Hale and Capital 
Management, you testified earlier that you first 
became aware of that investigation sometime in July 
or August of 1993. 

A That’s the best recollection that I have, 

yes. 

Q You also testified to the fact that you 
became aware of a raid, of an FBI raid of Capital 
Management or David Hale’s offices. 

A The execution of a search warrant, yes. 
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Q Do you know whether you came to know about 
the investigation prior to the execution of the 
search warrant? 

A I can’t tell you. I don’t believe so. The 
best recollection I have is it would have been around 
the time of the execution of the search warrant. 

Q You were briefed about the execution of the 
search warrant and also the pending investigation? 

A That’s correct. 

Q Between that briefing and when you 
subsequently came to have discussions that you 
testified earlier to with respect to the grand jury 
indictment of Mr. Hale, did you have any other 
discussions about the case? 

A Between execution of the search warrant and 
the indictment? 

Q Right. 

A I think we covered several of those. 

MR. SGRO: Do you mean in addition to what 
he has already testified to? 

MR. DINH: Yes. 

THE WITNESS: I can’t recall anything other 
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than what we already talked about. 

BY MR. DINH: 

Q Did there come a time in October or 
November of 1993 that you became aware of any FBI 
investigation or questions about any transfer of 
documents from the SBA to the White House? 

A Yes. 

Q How did you come to have that knowledge? 

A 1 would have been advised, again probably 
by Fred Verinder, that there had been a report 
prepared by the SBA about Madison. I am a little 
confused in my recollection as to whether this was a 
report prepared as a part of the SBA investigation or 
whether this was a report prepared at the request of 
Congress by SBA. 

Nevertheless, it was a report about Madison 
which had been — 

MR. SCHAUER: I want to clarify for the 
record, Madison or Capital Management? 

MR. DINH: Or both. 

THE WITNESS: I guess I don’t remember. 

I’m sorry. 
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I think it was Capital Management as 
opposed to Madison, but that memory is pretty bad, I 
can tell you. 

And that an individual at the SBA had been 
contacted by an individual at the White House and had 
been asked for a copy of that report which had been 
provided. 

BY MR. DINH: 

Q Do you know at approximately what time 
frame Mr. Verinder gave you this briefing? Was it 
contemporaneous to when he found out about the 
transcript? 

A I believe that it was, yes, because he had 
told me that there had been discussions at the 
Department of Justice about individuals who needed to 
be interviewed regarding the transfer of this report 
from SBA to the White House. 

Q Did he identify who the individuals were? 

A He did. 

Q Can you - do you recall who they were? 

A I think Mr. Eggleston, Mr. Lindsey, 

Mr. Kennedy and Mr. Nussbaum were the individuals in 
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particular. In fact, they sent me a note -- 

Q They? 

A Fred Verinder sent me a note requesting 
authority to interview those individuals at the White 
House concerning this SBA report and indicated I 
believe that Phil Heymann, who was the Deputy 
Attorney General, had actually approved these 
interviews at the Department of Justice. 

Q Why did Mr. Verinder need to send you a 
note to request these interviews? Was it the normal 
course of procedure? 

A That’s normal procedure for an interview of 
someone in a high-level position within the 
government. 

Q But at the time you received this note, you 
had knowledge that Mr. Heymann had already approved 
these interviews? 

A I think they told me in a note that he had 
already approved it, that Verinder told me in a note 
that it had already been approved. 

Q Did you approve these interviews? 

A Yes, I did. 
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Q Did these interviews indeed take place? 

A Some of them did. I’m not sure that all of 
them did. 

Q Did Mr. Verinder or another individual 
brief you on the results of these interviews? 

A I know that a report was prepared on that, 
but I don’t recall being specifically briefed with 
regard to the results. 

The only action that 1 know that Fred 
Verinder advised me that they had talked to the 
Department of Justice and that efforts were being 
made to get the report back from the White House. 

Q To get the report that was sent over to the 
White House from SBA? 

A That’s right. To get that back, number 
one, and number two, to have discussions with the SBA 
to tell them that these types of reports should not 
be disseminated without discussion with the 
Department of Justice or the FBI. 

Q Did you know if there were any attachments 
to the report? 

A No. 
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Q So you did not know if any attachments were 
transferred to the White House? 

A No, I did not. 

Q The discussions with the SBA with respect 
to the transfer of this report, can you explain why 
those discussions were needed; that is, why should 
this information not be shared with the White House? 

A We wanted to make sure that - we had an 
ongoing criminal investigation. We wanted to make 
sure that there was no information being disseminated 
regarding a pending investigation which could in any 
way affect that investigation. 

Q You stated you wanted to prevent the 
information from being disseminated in any way which 
could affect the investigation. How would the 
transfer of documents to the White House affect the 
investigation? 

A It may not, but during a criminal 
investigation, you don’t disseminate any information 
about the investigation itself. 

Q You noted that this report may have been 
prepared at the request of Congress. Would such 
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dissemination of information or the preparation of 
this report to Congress have been an improper 
dissemination of information regarding the 
investigation? 

A It may have been one that we would also 
have been concerned about if it affected the ongoing 
investigation itself, yes. 

Q And to your knowledge, do you know if these 
discussions with the SBA took place? 

A I believe that they did. I feel confident 
that they did, but I’m not sure who did it. 

Q Other than this transfer of documents to 
the White House and their subsequent retrieval, do 
you have any knowledge of any other contacts or 
briefings or transfer of documents between the SBA 
and the White House? 

A No, I do not. 

Q You have not heard of any allegations about 
or investigations into any contact Mr. Erskine Bowles 
may have had with the White House? 

A I don’t recall that, no. 

Q Do you have a recollection as to who the 
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individual was at the SBA who initially received the 
request from the White House? 

A I’m sorry. I don’t remember the name. 

Q Or the individual from the White House who 
made the request to the SBA? 

A I believe it was Mr. Eggleston, but I’m not 
completely confident on that. 

Q Moving on now with respect to the 
additional referrals, the second set of referrals to 
which you testified to earlier, you had mentioned 
during your answer to one of Mr. Gicale’s questions 
that there were discussions that you became aware of 
sometime in September and October of 1993 regarding a 
delay in the referrals that were coming. 

A Yes. We had been told that there were 
additional referrals coming, and we had anticipated 
that that would happen a lot faster than when it 
did. 

Q Do you know who told you or a 
representative of the FBI that the referrals were 
coming? 

A I’m sure it would have been Fred Verinder 
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who told me. 

Q Do you know who he got this information 
from? 

A I do not. 

Q Did he talk to you regarding what was the 
cause of the delay in the referrals? 

A No. 

Q Did you subsequently have any knowledge 
with respect to the cause of those delays? 

A No, because I believe in October we were 
able to — let me go back. I do remember that there 
were some discussions about some resource problems 
that RTC had at that time in terms of being able to 
get the referrals out as fast as they wanted to, but 
that’s the only discussion I remember, and I am not 
sure how solid that is. 

Q Specifically, do you recall what the 
resource problems were or where ~ 

A Not enough. 

Q - or where within the RTC there were these 
resource problems? 

A At Kansas City, I think. 
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Q But nothing substantively within the 
divisions within Kansas City? 

A No. 

Q Did you have any discussions with 
Mr. Verinder regarding any problems the FBI or the 
Department of Justice may have been having with 
respect to the production of any documents from the 
RTC to the FBI or the U.S. Attorney’s Office with 
respect to Madison Guaranty? 

A Again, I think it was that there were some 
discussions about that, yes. I don’t recall the 
specifics or when that occurred. 

I know that there came a time — I’m unable 
to place the time - October-November time frame when 
there was a meeting that occurred, and I think it 
occurred in Kansas City with FBI personnel from 
Little Rock and maybe Department of Justice 
attorneys, in which they sat down with RTC and 
discussed production of documents and how it would 
occur. It was a very favorable -- it worked out very 
favorably in terms of getting that done. 

Q Do you know what prompted this meeting? 
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A 1 think it was just simply a desire for us 
to find out what kind of volume we were talking about 
and when they were going to come, for planning 
purposes, and so that we could get on with making 
sure that we got resources to Little Rock to handle 
it. 

Q This was subsequent to the receipt of the 
second set of referrals, I take it? 

A I would assume so, yes. 

Q Prior to this meeting at which you said the 
favorable resolution was achieved, did you become 
aware of any complaints that the FBI may have had 
with respect to the speed or volume of production 
that the RTC was making in response to any subpoenas 
or requests? 

A No. 

Q One more thing about this period. You may 
have testified to it, and I just want to make it 
clear. How did you come to find out about the 
October 1 1th declination letter from Paula Casey to 
Jean Lewis? 

A I can’t recall. 
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Q Now, in your position, you were responsible 
at least in a management role for all the criminal 
investigations with respect to — that the FBI was 
conducting? 

A That’s correct. 

Q At around this time — of course, July 
20th, 1993 was about the time that Mr. Foster passed 
away. 

A Right. 

Q Did you come to have any knowledge of any 
investigation or participation in any investigation 
that the FBI was conducting? 

A Yes. 

Q Was it a separate set of investigators who 
were conducting those investigations? 

A Yes, as far as I know, they were. 

Q Was there any discussions within the FBI 
that you were aware of with respect to the 
coordination of these investigations, these separate 
investigations all relating to the events relating to 
Madison Guaranty or the White House or officials? 

A No. 
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MR. DINH: I have nothing further. 

EXAMINATION 

BY MR. SCHAUER: 

Q Mr. Potts, it is not my intent to go over 
anything you testified to earlier. I am going to 
just focus on this later period and I just want to 
follow-up in a few areas. It may be the fact that I 
will have to go over a few things that you did 
testify about, but I will try and be brief. 

You testified earlier that, if this 
characterization is fair, that you refocused on 
Madison-related issues in May 1993 when you learned 
of the Hale investigation, the investigation into 
David Hale and Capital Management; is that correct? 

A That’s correct. I mean, I became aware 
that we were conducting an investigation, I believe 
an SBA referral that initiated that investigation, 
and I became aware that we were doing that, executing 
a search warrant, and that Hale was in some way 
associated with the McDougals. 

Q That’s what I wanted to focus in on. You 
testified that someone told you that Hale was 
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associated with Mr. McDougal. Do you recall who told 
you that? 

A I don’t. I mean, I believe it would have 
obviously been somebody at FBI headquarters. It 
would have been Tom Kubic or Fred Verinder or 
someone. 

Q Did you have an understanding either from 
Mr. Kubic or Mr. Verinder that Mr. McDougal was also 
a focus of this SBA investigation? 

A No. 

Q The connection in your mind was that you 
had heard they were associates? 

A Right. 

Q Did there come a point where you made a 
closer connection between Mr. McDougal and Mr. Hale? 

A When they opened up the bank fraud case, 
which I think was shortly after that, August or 
September. When they opened the bank fraud case, I 
think McDougal and Hale were both subjects in that. 

Q Were you aware at the time of any other 
investigations that involved David Hale or Capital 
Management? 
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A No. 

Q Regarding Ms. Casey’s recusal, you 
testified earlier that you had heard that the 
director had expressed his opinion that the recusal 
could have happened at an earlier date; is that 
correct? 

A I don’t know that he said the recusal. I 
do recall him making a statement that the decision 
could have been made sooner. 

Q And by that, you understood the director to 
mean Casey’s decision that she would recuse? 

A Right. 

Q But you didn’t understand it to mean the 
announcement of Casey’s recusal? 

A No, just that the decision to recuse could 
have been made earlier. 

Q And I think you testified earlier that the 
director did not express an opinion that that 
decision being made later affected the 
investigation. 

A No. It was pretty much just a side comment 
by him that that decision could have been made 
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earlier but no indication that it affected the 
investigation. 

Q Did anyone ever express to you the opinion 
that the decision on the recusal affected the 
investigation in any substantial way? 

A No. 

Q In any way whatsoever? 

A No. 

Q Did you have that opinion? 

A No. 

Q Did anyone express to you the idea that if 
Ms. Casey recused earlier, it would have set a 
precedent by which people who were accused or 
people — let me withdraw that question. 

Did anyone express the view that if 
Ms. Casey had recused earlier, it would have set a 
bad precedent for the Little Rock United States 
Attorney’s office because in any major case down 
there, it would invite allegations by the person 
being investigated that they had knowledge of 
wrongdoings? 

A I never heard that before. 
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Q Turning now to the matter of the transfer 
of documents from the SBA to the White House. When 
you were given names of individuals that Mr. Verinder 
had requested the authority to interview, did you 
have a specific understanding of why those 
individuals were named? 

A I believe it was because it was general 
counsel’s -- White House counsel’s office that needed 
to be talked to, just to determine what the purpose 
was of obtaining the documents. I believe that most 
all of those people are associated with the White 
House counsel’s office. 

Q So, it was not your understanding at that 
point that the individuals were selected because of 
actual knowledge of the events or actual involvement 
in the events? 

A I believe that they were selected because 
they may have knowledge but not that they definitely 
did. 

Q Just to be clear, one of those individuals 
may have been on the list but ultimately turned out 
not to have knowledge or involvement? 

\32 

A That’s correct. 

Q When you testified earlier about the 
concern that you and the Department of Justice had in 
the transfer of documents from the SBA to the White 
House, you mentioned that the concern was a general 
concern about impeding an ongoing criminal 
investigation. 

Did you ever come to learn that any 
documents in the transfer ultimately impeded in any 
way the criminal investigation that was ongoing? 

A No, I did not. 

Q Did you or anyone else in the Department of 
Justice, including the FBI, have a specific concern 
about the White House having these documents that was 
independent of the concern about impeding the 
investigation? 

A That’s a difficult question to answer. 

First of all, I don’t know about anyone else in the 
FBI. I believe that Fred Verinder, when he and 1 
discussed it, our concern was that I didn’t know what 
was in the documents, that we did have an ongoing 
criminal investigation and it was very inappropriate 
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for SBA to disseminate anything without dealing with 
us and the Department of Justice. 

Q So, it was your position that SBA providing 
the report to Congress, from which it was originally 
requested, raised the same exact concerns as the 
request for documents? 

A Absolutely. I believe it would have been 
inappropriate for them to do that, frankly, without 
allowing the prosecutors in the case, investigators 
in the case to look at it and see if such 
dissemination would affect the case and if there 
needed to be some caveats placed on the dissemination 
of the report to Congress. 

Q Just one further question. Regarding the 
meeting in Kansas City about which you testified in 
which FBI agents -- and I think you testified that 
United States Attorneys attended this meeting in 
Kansas City. 

A I think I said DOJ attorneys. I believe it 
was DOJ. 

Q That’s my question, just to pin down the 
timing a bit. 
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Was it people from Mr. Mackay’s team or was 
it people from the Little Rock United States 
Attorney’s office? 

A I believe it was Mr. Mackay’s team. 

MR. SCHAUER: That’s all I have. 

EXAMINATION 

BY MR. DINH: 

Q I just have a couple of quick questions. 

By November 1993, when the transfer of 
documents to the White House — you came to find out 
about the transfer of documents to the White House, 
you testified that you were aware from prior 
conversations or briefings by Mr. Verinder that the 
Clintons were potential witnesses at least with 
respect to the Hale case? 

A Correct, with regard to the first 
referral. 

Q With respect to the first referral. 

A Right. 

Q What about -- by the "first referral," you 
mean C0004? 

A That’s correct. 
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Q What about the referral with respect to the 
SBA allegations against Capital Management? 

A I don’t know whether I knew that the 
Clintons were potential witnesses there or not. 

Q Right. But you testified earlier to 
knowledge that Mr. Hale had made allegations with 
respect to politicians in Arkansas? 

A That’s correct. 

Q And — 

A Well, he was indicating that he had 
information that he wanted to share. 

Q And this was — you came to this knowledge 
as part of the proffer discussions with respect to 
the U.S. Attorney’s Office in Little Rock? 

A Sort of, that and the media accounts where 
Mr. Hale was talking to the press and handing it 
out. 

Q So, you had knowledge that the Clintons 
maybe, at least were alleged to have been implicated 
by Mr. Hale’s information? 

A Yes. 1 wasn’t sure in what. 

Q Does that raise a particular concern in 
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your mind with respect to the transfer of documents 
to the White House? 

A Yes. I do think that that certainly makes 
the transfer of documents even more sensitive and 
something that the White House would not have wanted 
to have. 

Q I just want to differentiate the 
dissemination of information to the Congress as 
opposed to dissemination of information to the White 
House. Any dissemination of information you may have 
a basis to object to. 

A Right. 

Q But with respect to dissemination of 
information to the White House, you had particular 
sensitivity to that particular transfer? 

A Yes, and I believe Congress did, too. 

Q You testified earlier that you talked with 
Mr. Jim Hamilton during the transition. 

A Right. 

Q Do you know what his position or unofficial 
position during the transition was? 

A As far as I knew, he was the head of the 
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transition team for the administration, the new 
administration. 

Q And did you subsequently have any more 
dealings with Mr. Hamilton with respect to the 
Whitewater case or Madison Guaranty case? 

A I don’t recall any dealings with him on 
Madison and Whitewater at all, just with regard to 
transition. 

Q Did you have any conversations with Webster 
Hubbell regarding Madison Guaranty or Capital 
Management? 

A No. I don’t recall having any with him. 

Q I’m going to show you an exhibit Bates 
stamped GRO 001706. It is a photocopy of 
Mr. Hubbell’s message slips dated 2/10. 

A Yes. 

(Witness examined the document.) 

MR. SGRO: Any year on that? 

BY MR. DINH: 

Q Can you read the substance of that message 
for me? 

A This is 2/10, 5:47 p.m. from Director 
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Sessions. It says the contact person you are looking 
for is Larry Potts. He can be reached at 324-4260. 

This is regarding a need you spoke to him about 
earlier.” 

Q Do you recall talking to Mr. Hubbell at 
around this time? 

A No, I don’t. I don’t have any idea what 
that was about. 

Q You don’t recall if he called you or not? 

A No. 

Q Do you recall any discussions with 
Mr. Nussbaum at the White House regarding Whitewater, 
Madison or any of the matters that we have been 
discussing today? 

A I don’t recall having ever spoken to 
Mr. Nussbaum about anything. 

Q I’m going to show you exhibit FBI 3436. It 
is a page from an unidentified person’s schedule 
book, it looks like. 

(Witness examined the document.) 

BY MR. DINH: 

Q It is a daily calendar for Wednesday, 
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November 24, 1993. Can you read the 9:00 a.m.? 

A "Accompany Director and Potts to meeting 
with Commissioner Weiss, Customs." 

Q Do you recall such a meeting with the 
director and Commissioner Weiss? This is dated 
November 24, 1993. 

A I do recall a meeting with Commissioner 
Weiss. Whether or not it was this date or not, I 
don’t know. I remember going with the director to 
Commissioner Weiss’s office and meeting with him. 

Q Do you recall what the general substance of 
the meeting was about? 

A Cooperation between FBI and Customs, Title 
XXI authority for Customs. That was the primary 
focus, as I recall. Again, I can’t tell you -- this 
particular meeting I can’t tell you that that’s what 
that one was about. 

Q Do you remember having any discussions with 
Commissioner Weiss regarding anything called the Blue 
Coal case? 

MS. SIMONTON: Can I have a minute with 

him? 

140" 

(Counsel conferred with the witness.) 

THE WITNESS: I’m sorry. I don’t know what 

that is. 

MR. DINH: I have nothing further. 

EXAMINATION 

BY MR. SCHAUER: 

Q I have one more question. 

You testified earlier about your ongoing 
knowledge of the status of plea negotiations with 
Mr. Coleman and the Little Rock United States 
Attorney’s office. 

A Mr. Coleman is the attorney for — 

Q Mr. Coleman is the attorney for Mr. Hale. 

Did anyone ever indicate to you that those 
negotiations were being handled in any improper way 
by the Little Rock United States Attorney’s office? 

A No, not in any improper way. I think there 
was frustration that it wasn’t being brought to some 
finality. But there wasn’t — there was never an 
allegation made to me that there was an improper 
approach or any sinister motivation there, just that 
it wasn’t being brought to a conclusion. That was 
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1 the frustration. 

2 Q Were you aware that Ms. Casey or the Little 

3 Rock United States Attorney’s office was insisting on 

4 a felony plea for Mr. Hale? 

5 A Probably I was aware of that, yes. 

6 Q Did anyone express that that was improper 

7 for them to make that demand? 

8 A No, I don’t believe so. 

9 MR. SCHAUER: That’s all I have. 

0 (Whereupon, at 12:56 p.m., the deposition 

1 was concluded.) 
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PROCEEDINGS 

Whereupon, 

WILLIAM P. BARR 

was called as a witness and, having been first duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Please state your name for the record. 

A William P. Barr. 


3 


Q Your present business address? 

A One Stamford Forum, Stamford, Connecticut, 

06904. 

Q Mr. Barr, where are you presently 
employed, and in what position? 

A The general counsel at GTE Corporation. 

Q Now, in 1992 through January 20, 1993, you 
were Attorney General of the United States, correct? 

A Until January 15. 

Q 15th, 1993? 

A From November ’92. 

4 

Q November ’92 or November ’91? 

A ’91, right. Sorry; thank you. 

By the way, thank you for accommodating my 
schedule. 

MR. COLE: Thank you for agreeing to do 
this by telephone on short notice. We very much 
appreciate it. 

BY MR. GICALE: 

Q Mr. Barr, pursuant to the Committee’s 

request, did you have the opportunity to review any 
documents in preparation for your deposition, or 
determine whether or not you have any documents? 

A Yes. I looked through my records. I 
didn’t look at documents to prepare. 

Q You looked through records that you have 

with respect to this issue? 

A No. I looked through my records to see if 
I had responsive documents to the subpoena, which I 
do not. I did not look at any documents to prepare. 

Q Did you speak to anyone other than your 
counsel with respect to the substance of your 
testimony here today? 
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5 

A No. 

Q Mr. Barr, when did you first hear of a ~ 
well, first of all, let me back up. 

This deposition is being conducted 
pursuant to Senate Resolution 120. The resolution 
establishes a Special Committee administered by the 
Banking Committee to conduct an investigation 
involving Whitewater Development Corporation, Madison 
Guaranty Savings and Loan Association, Capital 
Management Services, Inc., the Arkansas Development 
Finance Authority, and other related matters. 

Section l(b)2(c) of Senate Resolution 120 
authorizes an investigation and public hearings into 
whether the Department of Justice has improperly 
handled RTC criminal referrals relating to Madison 
Guaranty Savings and Loan Association or Whitewater 
Development Corporation. That will be the focus of 
today’s deposition. 

MR. COHEN: Thank you, Lance. We have a 
copy of the resolution. 

BY MR. GICALE: 

Q This deposition is being taken in advance 

6 

of the public hearing, which will continue tomorrow 
and continue on through the balance of this week. 

The stenographer will prepare a record of questions 
and answers. The deposition will be treated as 
committee confidential until the commencement of the 
hearings. 

Prior to the hearings, you will receive a 
letter from the Senate Committee telling you that you 
may come to the Senate to review the transcript of 
your deposition, and make notes of any corrections 
for transcription on an errata sheet. If you need to 
make some other provisions for that, we can attempt 
to work that out as well. 

MR. COHEN: As you know, we need to make 
some other arrangements for that, because of Mr. 

Barr’s unavailability, really for the rest of this 
week, which is the reason for this phone deposition. 

So really, after the conclusion of this, 
we can work that out. 

MR. COLE: Just so the record’s clear for 
the witness, and for counsel who’s not here in the 
room with us, Mr. Gicale has been asking the 
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7 

questions now, and will proceed first for the 
majority. And then 1, Lance Cole, will follow him. 

So, Alan, that was Lou Gicale who’s been 
speaking. 

MR. COHEN: Splendid. I got that one 

wrong. 

BY MR. GICALE: 

Q You are represented by counsel, Mr. Barr. 
Objections to the form of questions will be noted for 
the record. Counsel may object on grounds of 
privilege or relevance. The Committee Chairman may 
rule on objections where the witness refuses to 
answer a question. 

With respect to criminal referral C0004, 

Mr. Barr - when did you first hear, Mr. Barr, of an 
RTC criminal referral relating to Madison Guaranty, 
Whitewater Development Corporation, or the Clintons 
in 1992? 

A I don’t know what C0004 is. But I first 
was informed of the referral on Madison, I believe, 
by Ira Raphaelson either in late September or early 
October. 

8 

Q What did Mr. Raphaelson tell you about it? 

Did he give you any details with respect to it? 

A Your question is, when did I first learn 
of the existence of it? 

Q Well, when did you first hear that there 
might be a referral relating to Madison Guaranty or 
Whitewater Development Corporation, or with respect 
to the Clintons? 

A Well, the first I heard of a referral was 
from Ira. 

Q Did you ask Ira some time in late August 
or September to determine whether or not such a 
referral existed at the FBI? 

A I’m not sure it was August. But there was 
a point, I believe, in September or October where I 
asked Ira to determine whether a matter had come into 
the department relating to an S&L. 

Q Did you have the name of the S&L at that 
point? 

A I don’t know. I don’t remember. 

Q Had you received some information prior to 
discussing this with Mr. Raphaelson from someone? 
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9 

A 1 wouldn’t say "information,” no. 

Q Did anyone indicate to you that such a 
referral with respect to such an S&L perhaps existed 
at that point in time? 

A Well, I don’t believe the term "referral" 
was used. But someone asked me a question about the 
process at the department, which led me to make the 
inquiry of Ira. 

Q I’m sorry, I didn’t hear that. 

About process at the department? 

A Right. No one gave me information. But 
someone asked me a question about procedure at the 
department, which led me to ask Ira to check on 
something. 

Q Aside from asking about procedure, did 
that someone indicate the individuals involved and 
the procedure or process that might be involved? 

A No. 

Q Who was the someone who asked about the 
procedure? 

A Edie Holliday, who was cabinet secretary. 

Q Is that Mr. or Mrs. Holliday? 

10 

A Miss. 

MR. COHEN: Why don’t we go with "Ms.?" 

BY MR. G1CALE: 

Q What did Ms. Holliday say to you? 

A On September 17, 1 was on a plane trip 
with Edie Holliday to Atlanta. There was some kind 
of ceremony involving the Olympic Games, or Atlanta’s 
pursuit of the Olympic Games, there. And during the 
flight, we were chatting about a number of different 
things. 

And during that conversation, she said to 
me that she wasn’t asking for any information from 
me; in fact, didn’t want any information conveyed to 
her and wasn’t asking me to do anything. But she 
wondered, would I be aware if some matter involving 
one of the candidates was pending in the Department. 

And I said, "Absolutely." 

You know, she didn’t pursue it, but 1 
started brooding about that, and thinking, and 
wondered whether she had heard some kind of rumor 
about something in the department, or whether -- 1 
wanted to get a fix on, you know, what she might be 
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11 

referring to. Because I was not aware of anything in 
the department relating to the candidates. And the 
way she asked the question, what jumped to mind was 
President Bush. I thought she might be referring to 
Silverado or something like Silverado. And I started 
wondering whether there was something there that I 
had missed in one of the urgent reports. 

So I went back at her and I said, “You 
know, Edie, I’ll take responsibility for the 
discussion here. But are you talking about Silverado 
or something like Silverado?” And she said, "No. I 
was referring to the other candidate.” 

I mulled that over for awhile, and I asked 
— because I wasn’t aware of anything like that, and 
I started getting concerned, again, that I’d missed 
something that had come in on an urgent report, if 
there was something there that I hadn’t been told 
about. So I wanted to try to get enough info that I 
could quietly go back and check myself. 

And so, I asked her, "What type of matter 
would you be referring to?" And she said, "S&L 
matters.” 

12 

That was the extent of the conversation. 

But that led me later, when I was talking to Ira back 
in his apartment, I asked him if he would check and 
see if there was a case involving an S&L that might 
involve the Clintons. 

I also reviewed my own urgent reports to 
see if I had missed something that had come in. 

Urgent reports are reports that all components, 
including U.S. attorneys, are supposed to send to the 
Attorney General on any kind of sensitive matter, or 
any matter involving a public figure. A lot of them 
come in, and some of them are quite long. So I 
reviewed a number of them to see if I had missed one. 

Q After discussing this with Ira Raphaelson, 
did he indicate to you that he would contact the FBI 
to see whether or not such a referral existed? 

A Well, first he said that he hadn’t seen 
any such thing. My impression of Ira was that he was 
very much on top of these cases, as he was required 
to be. And he drew a blank on it, and suggested that 
he could check our automated system. And I’m not 
really up to speed on what that involved. My 
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13 

impression was that we had some kind of computer 
system that monitored all of the S&Ls, resources and 
priorities and so forth. I think he indicated that 
this would require him talking to someone at the FBI. 

I told him that I wanted the matter kept 
strictly confidential. At this stage, I only wanted 
to know -- I didn’t want any action taken to suggest 
that we were attempting to accelerate, decelerate, or 
in any way influence the handling of the case. As 
far as I was concerned, it should be handled in the 
ordinary course, and he should be careful not to have 
contacts that would suggest otherwise. 

He assured me that the professionals at 
the FBI were appropriate people to just determine if 
the thing existed. 

Q Did he determine whether or not it 
existed? 

A He came back to me and said there was no 
such case. 

Q Now, was there a subsequent conversation 
you had with Mr. Raphaelson where you again asked him 
whether or not — to check again to see whether or 

14 

not such a referral existed? 

A Yes. 

Q When was that? 

A It could have been a week or two after the 
original discussion. 

Q And what prompted the second request? 

A It could have been shorter, but I don’t 
know. 

My general impression -- I asked him to 
double check. 

Q When he checked the second time, what if 
anything was his response? 

A He said that in fact, there had been a 
referral down in Arkansas, but it had not been 
reported. In fact, it appeared that the office had 
withheld it from headquarters. 

Q Which office? 

A The U.S. Attorney’s office. 

Q Did you give him any further instructions 
with respect to the handling of it? 

A I basically said that 1 was very angry 
that a matter which I viewed as a sensitive matter, 
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15 

that should have been reported to the Attorney 
General, was deliberately withheld from the Attorney 
General. So I was angry, and expressed my 
displeasure, and said that I’d be interested in 
knowing why an urgent report was not prepared for me, 
and why I was not advised of this case, and why it 
had been deliberately withheld. 

But at the same time, I did not want the 
matter to be disclosed publicly. There would be 
absolutely no leaks of this, and therefore it should 
be tightly held. And that again, I wanted the case 
handled in the ordinary course, based on the merits. 

I didn’t want anything said or done that would 
suggest that there was an attempt to officially 
expedite the case or improperly influence it. 

Q As a result of that, did you give any 
further instruction to Mr. Raphaelson? 

A At that point, I don’t think I did. I 
wanted to make sure that the case was being properly 
handled. The fact that it was suppressed initially 
did not mean that there was something improper going 
on, but I did not want to dictate how it was going to 

16 

be handled. I didn’t want headquarters to do that. 

I wanted the FBI to make an assessment of the case. 

Q Now as a result of that, did Mr. 

Raphaelson go to the FBI, or have any conversations 
with the FBI or Mr. Mueller, or anyone else at the 
department, about some form of limited investigation? 

A I can’t tell you what he did. But I can 
tell you what my understanding was. 

My understanding was, and I gave 
instructions that everyone was to be made very clear, 
to keep it very tightly held, and that we had no 
opinion of the merits of the case. And we didn’t 
want anything done specially in the case; just handle 
it in the ordinary course, according to its merits. 

And that that instruction was to be conveyed. It’s 
my understanding that that was conveyed. 

It’s also my understanding, and was my 
impression at the time, that the Bureau felt the 
limited inquiry that would not involve any public 
disclosure of the existence of the matter was 
appropriate, basically reviewing documents that were 
already available to the United States Attorney. 
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17 

That was my understanding of the status. 

Q How was that information conveyed to the 
Bureau, or whoever was to conduct this review? 

A I don’t know. I assume there were 
meetings. I assume Ira talked to people at the 
Bureau, and I assume he talked to Mueller, and I 
assume they both talked to people. 

Q Did you talk to anybody at the Bureau 
about it, or the U.S. Attorney’s office in Little 
Rock? 

A I did not talk to anyone at the U.S. 

Attorney’s office, and I don’t recall talking to 
anyone at the Bureau. 

Q Do you recall at some point, subsequent to 
giving Mr. Raphaelson these instructions, that he 
reported to you that indeed, a review had occurred of 
some sort? 

A No, I don’t recall him telling me. 

Q What, if anything, did he tell you had 
occurred with respect to it? Did he tell you about 
any further discussions? 

A My understanding was that the Bureau and 

18 

the U.S. Attorney had agreed that further 
investigation was necessary, and the Bureau was going 
about that task. You know, the professionals were 
out handling the matter, but doing so in a discreet 
way. 

Q Do you recall a point in time when Mr. 

Banks sent a letter to Mr. Pettis with respect to the 
status of his review of the case? 

A At some point, we got an urgent report 
from the U.S. Attorney’s office, a much-delayed one. 

Q That would have been on October 7, 1992? 

A I think that’s the right date. But it was 
not signed by the U.S. Attorney. It was signed by 
someone whose name begins with a "D." 

Q Mr. Dodson? 

A That sounds right. 

Q After you got that report, was there some 
further discussion about it? 

MR. GICALE: Mr. Barr, before we go 
further, Mr. Ben-Veniste from the minority counsel 
has just come into the room, and l just wanted to let 
everyone know that he was here. 
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19 

MR. BEN-VENISTE: Good afternoon. How are 

you? 

THE WITNESS: Hello. 

BY MR. GICALE: 

Q After you received the report from Dodson, 
was there any further discussion with Mr. Raphaelson 
or anyone else about the matter at that point? 

A At which point? 

Q After you received a copy of the urgent 
report on October 7? 

A I recall that there was discussion of the 
fact that the report said that further investigation 
was warranted. I recall discussion with somebody — 
it may well have been Ira — who was showing me the 
referral, standing up in my office showing me the 
referral. 

He pointed out the Clintons, and said 
something to the effect that the U.S. Attorney’s 
office description of the Clintons as mere witnesses 
was cutting them a lot of slack, or was the 
charitable thing; or that, on the face of the 
referral, that more work would have to be determined 

20 

to see if they were actually going to end up as 
subjects in this matter. 

Q Did Mr. Raphaelson indicate what type of 
additional work needed to be done, or whether or not 
there would be further consultation with the FBI with 
respect to the work that would have to be done at 
that point? 

A My impression was that Ira was not 
insinuating himself into the handling of the case. 

It really was a matter left to the local Bureau and 
in the field at that point. But you’ll have to ask 
Ira. 

Q After that October 7 urgent report, was 
there anything else that occurred with respect to 
that referral prior to receiving a copy of the Banks 
letter to the SAC, Pettis, on October 16, 1992? 

A At some point, someone came into my office 
with a letter that was written by the U.S. Attorney 
down there, Banks, and showed me a part of the letter 
where he’s suggesting that any effort to push him 
along or something of that sort could be political. 

I remember that there was a discussion 
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that no one was asking him to do this, and suggesting 
that his whole tone was completely out of line. 

Q Did someone reference the fact that he had 
been requested by the FBI to give some type ~ strike 
that. 

Did someone reference the fact that the 
FBI had been given some deadline, a deadline of 
October 16, to complete their initial review of the 
matter? 

A I don’t recall that. My recollection was 
that the Bureau wanted some kind of review of 
documents, and specifically wasn’t asking the U.S. 

Attorney to take any kind of public step, like 
issuing subpoenas or things like that. And he came 
in with this blunderbuss letter suggesting that if he 
took public steps that no one was asking him to take, 
that it would mean disclosing the matter before the 
election and describing or suggesting that someone 
could ascribe that notice to the FBI. 

My understanding was, or at least I was 
told, that no one was asking him to do what he was 

suggesting, and that the letter was out of line. I 

22 

view the letter myself as essentially Banks trying to 
cover his tracks from the fact that he had suppressed 
the information from the original. 

Q Earlier, you mentioned the fact that Banks 
did not send you an urgent report when the referral 
first came to the department. 

Can you just briefly describe to us what 
the criteria would have been at that point in time 
for sending an urgent report to the Attorney General? 

A The criteria is really anything which 
involves — well, includes anything that involves a 
public personage, a celebrity or any kind of 
sensitive case that can involve, for example, public 
officials in the state, those kinds of things. 

It’s inconceivable to me that any U.S. 

Attorney would not immediately understand that this 
case would require an urgent report. 

Q So you subsequently learned that Mr. Banks 
had received this in early September, but did not 
report this to you until October 7, 1992. Is that 
correct? 

A He only reported it to me when it had been 
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confirmed that he had the case and was suppressing it 
from me. 

Q After receiving this letter and having 
this discussion, did you have any further involvement 
with respect to this referral? 

A No. When I left the department, it was my 
understanding that the U.S. Attorney’s office and the 
FBI pursued the matter, and that there were people in 
the criminal division who were aware of the matter. 

And so, I was confident that it was not going to be 
covered up. It would continue to be pursued. 

Q Do you know whether or not any steps were 
taken between the date of this letter, October 16, 

1992, and the day you left in January 1993, to pursue 
the investigation of this matter? 

A You know, I really don’t know. My 
impression was that there was some kind — that, you 
know, there was some disagreement between the FBI and 
the U.S. Attorney’s office, but my understanding was 
that, you know, that had been surmounted or mooted 
and that the matter was being handled appropriately. 

Q After receiving a copy of Banks’ letter on 

24 

October 16, 1992, did you have any discussions with 
anyone? 

A Let me just make — I don’t know if I 
received the letter. My recollection is that someone 
walked in with a copy of the letter and showed me a 
part of the letter, and pointed out there were a few 
paragraphs that there was commentary on. 

Q Do you know who it was that brought that 
letter in? 

A I can’t remember. 

Q Do you know who was present when they 
brought the letter in? 

A No, I can’t remember. I just remember 
looking at certain paragraphs. 

Q After those paragraphs in that letter, or 
some of the paragraphs in that letter, were brought 
to your attention, did you have any further contacts 
with anyone at the FBI with respect to the referral? 

A I don’t recall talking to anyone at the 
FBI about the referral. 

Q Did you have any contacts with anyone at 
the RTC with respect to the referral? 
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A I never had contacts with anyone at the 
RTC about the referral. 

Q Did you have any further contacts with 
anyone from the White House with respect to the 
referral? 

A No. 

Q Do you have any knowledge of any contacts 
between a member of the department and the White 
House regarding this referral? 

A Excuse me. Members of who? 

Q Members of the department — Justice — 
and the White House regarding this referral. 

A Since when? 

Q From the time that you had that initial 
conversation with Holliday to the time that you left 
the department in January 1993. 

A 1 had a conversation with Edie Holliday 
after my initial conversation. 

Q When would that have been? 

A Some time after Ira came back and told me 
there was no such case. And the subsequent time I 
was talking to Edie Holliday, she was the cabinet 

26 

secretary. And we typically talked a number of times 
a week. 

And after going over some items that had 
precipitated the discussion, I said to her - I 
reminded her of the question she had asked me 
earlier, and said this appeared to be rumors that 
were completely baseless. 

Q Was that the only other conversation you 
had with her about it? 

A Those are the only two conversations I 
recall having with anyone outside the department. 

Q Do you have any knowledge of any improper 
handling within the Department of Justice of this 
criminal referral? 

A Absolutely not, not during my tenure. In 
fact, I believe it was very properly handled. 

The fact is, we had this information a 
month before a very close election, and we were able 
to keep it from getting out into the public in a way 
that ought to be encouraged. 

Q Do you know who else was aware of it in 
the Department of Justice at the time you found out 
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1 about it in late September or early October, besides 

2 Mr. Raphaelson? 

3 A I believe my chief of staff. I know my 

4 chief of staff was aware. 

5 Q Who was that? 

6 A Dan Levin. 

7 Q Anyone else? 

8 A I assume - well, I shouldn’t assume. But 

9 I believe Mueller was aware of it. I don’t recall 

10 talking with Mueller, but I believe he was aware of 

11 it. 

12 Q What about Mr. Terwiliger? 

13 A I believe I may have informed Terwilliger. 

14 But I don’t believe he really was involved in these 

15 discussions. I just may have advised him and told 

16 him to keep his mouth shut. 

17 MR. GICALE: Can I just have one moment? 

18 I think I’m just about done. 

19 (Pause.) 

20 I have nothing further at this point. I 

21 believe either Mr. Ben-Veniste or Mr. Cole may have 

22 some questions for you. 


1 EXAMINATION 

2 BY MR. COLE: 

3 Q Yes, Mr. Barr. This is Lance Cole, one of 

4 the minority counsel. 

5 Going back to your original discussion on 

6 the airplane with Ms. Holliday, Mr. Barr, when did 

7 that discussion occur? 

8 A September 17. 

9 Q Is there a record or document that 

10 confirms that date? 

1 1 A It’s my recollection that it was on the 

12 trip to Atlanta. 

13 Q Is there anything that you could provide 

14 to the Committee, or that the Committee could request 

15 from another source, that would confirm your 

16 recollection as to the date? 

17 A Let me think. 

18 (Pause.) 

19 My official calendar has me going to 

20 Atlanta that day. I don’t recall it saying anything 

21 about who else was on the trip, and it certainly 

22 doesn’t reflect any discussion. In other words, 
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there’s not going to be any secret that I would put 
in there. 

Q And Ms. Holliday was the cabinet secretary 
to the President of the United States, is that 
correct? Was that her position? 

You referred to her as the "cabinet 
secretary." 

A Yes. 

Q When you first spoke with her about this 
matter, did she say anything to indicate to you why 
she was asking you the question? 

A No. 

Q Did you subsequently come to have any 
knowledge as to why she asked you the question, from 
any source? 

A No. 

Q Mr. Gicale asked you if you ever discussed 
this matter with anyone in the White House, and 1 
believe your answer was that you had not, other than 
Ms. Holliday. 

Is that correct? 

A That’s correct. 

30 

Q Do you have any knowledge as to whether 
Ms. Holliday ever discussed this with Boyden Gray, 
who was then counsel to the President? 

A I have no knowledge. 

Q I’d ask the same question about Mr. Albert 
Casey, who was the chief executive of the Resolution 
Trust Corporation at that time. 

A I have no knowledge. 

Q Can you give us your best recollection, as 
exactly as you can recall it, what Ms. Holliday said 
to you when she first raised this issue? 

A I’ve already told you. 

Q It would be helpful if you could tell me 
exactly what words she used. 

In other words, did she say "Bill 
Clinton?" Did she say "Bill and Hillary Clinton?" 

Did she say "a bank in Arkansas?" 

If you could just repeat your best 
recollection of what she said to you. 

(Pause.) 

A Again, 1 can’t remember the exact words. 

But my best recollection of the substance was, would 
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1 you be aware that there’s a matter involving one of 

2 the candidates, or the candidate’s family, that was 

3 pending in the department? And when she used the 

4 term "family," it made me think she was referring to 

5 the Bushes. The Silverado matter was something 

6 obviously that had come up, since it involved one of 

7 the Bush boys. 

8 Q Was it in the same plane trip that then 

9 you went back to her and asked her if she was 

10 referring to the Silverado matter? 

1 1 A Yes. 

12 Q You said you mulled the matter. 

13 A Yes. It was during the same trip. I 

14 reraised the subject with her. 

15 Q What was her response when you asked her 

16 that question? 

17 A She said she was referring to the other 

18 candidate, or words to that effect. 

19 Q I believe you testified that you then 

20 asked her what kind of matter. Is that correct? 

21 A Correct. 

22 Q What did she say? 


1 A My best recollection? She said, "An S&L 

2 matter." 

3 Q Did she say anything further to describe 

4 the kind of matter? 

5 A I don’t recall. 

6 Q Did she say anything to indicate the 

7 location of the matter, what part of the country? 

8 A I can’t recall, but my assumption was it 

9 was Arkansas. I can’t recall if that was based on 

10 something she said, or just my assumption. 

1 1 Q At that time, Mr. Barr, were you aware of 

12 the matters that had previously been reported in the 

13 newspaper, particularly the New York Times, about 

14 Whitewater Development Corporation and the Clintons? 

1 5 A I was vaguely aware of something about 

16 financial irregularities, but I can’t remember when I 

17 was aware of it, or the specifics. 

18 Q Did you make any connection in your own 

19 mind when she asked you about this to the Whitewater 

20 matter? 

21 A I really can’t recall if I did. I don’t 

22 think so. 
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Q Did Ms. Holliday say anything further to 
you that would have related to her source of 
information? 

A This is the substance of the discussion 
that I recall, that I just related. 

Q And your purpose in going to Mr. 

Raphaelson was because you believed that if such a 
matter was in the department, it should have been 
brought to your attention. Is that correct? 

A Absolutely. 

Q Why did you go to Mr. Raphaelson with this 
particular question? 

A He was in charge of all financial 
institution cases. 

Q Did Mr. Raphaelson suggest to you that he 
could check an automated or computer data base, or 
did you suggest that he do so? 

A My best recollection is that he mentioned 
the possibility of checking it, although I think I 
was aware of this also, and it’s conceivable that I 
mentioned it. 

Q How long after your discussion on the 

34 

airplane with Ms. Holliday did your discussion with 
Mr. Raphaelson take place? 

A I don’t know. It would have been a matter 
of days, or a week. 

Q How long were you in Atlanta? 

A A day. 

Q Do you recall what day of the week the 
trip to Atlanta was? 

A No. 

Q Do you recall whether or not you returned 
to Washington to your duties at the Justice 
Department immediately after that trip? 

A 1 can’t remember. 

Q 1 take it you reviewed your calendars in 
response to the Committee’s subpoena, and you haven’t 
found anything further that would refresh your 
recollection as to the timing of these events? 

A That’s right. 

Q Did you or your counsel produce to the 
Committee the calendar entry that you just referred 
to that referenced the Atlanta -- 

A No. 
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1 MR. COHEN: But if you want it, you can 

2 have it. It doesn’t really relate to it, other than 

3 it’s a reminder of what day he traveled. If you want 

4 a copy of the page — 

5 MR. COLE: If you could do that, we would 

6 appreciate that. 

7 MR. COHEN: I’ll fax it down to you. 

8 THE WITNESS: You probably won’t get it 

9 for awhile. 

10 MR. COHEN: When do you need it by, Lance? 

1 1 MR. COLE: If you could fax it to us the 

12 latter part of this week or the early part of next 

13 week, that would be fine. 

14 MR. COHEN: Okay, because he’s going to be 

15 unreachable. 

16 MR. COLE: Before Thanksgiving. That 

17 would be helpful. 

18 BY MR. COLE: 

19 Q How long, Mr. Barr, after you had the 

20 discussion with Mr. Raphaelson about checking the 

21 data base, was it before he came back to you and told 

22 you that he had found nothing? 

36" 

1 A 1 can’t recall. 

2 Q Do you have an estimate? 

3 Would it have been a matter of days, 

4 weeks? 

A It wasn’t weeks. But beyond that, I 
6 couldn’t say. 

Q My impression of Mr. Raphaelson was that 

8 he was quite efficient. So I would assume that it 

9 was a short time, but correct me if my assumption is 

10 incorrect. 

MR. COHEN: There are two assumptions in 

12 there: that Ira Raphaelson is efficient and that he 

13 got back quickly. The former is probably true. He 

14 doesn’t remember about the latter. 

1^ THE WITNESS: I just don’t recall how much 

16 of a gap there was in between my trip to Atlanta and 

17 my talk, my discussion with Ira. And I can’t 

18 remember how long it took Ira to get back. 

19 BY MR. COLE: 

20 Q Do you recall whether he got back to you 

21 in person or by telephone? 

22 A I don’t recall. I assume it was in 
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person. 

Q Was there a discussion with Mr. Raphaelson 
about specifically what he would check for? Was he 
to check for the name of the Clintons or the name of 
a specific institution, or what was he to do? 

A I can’t remember. 

Q Do you remember exactly what he told you 
when he came back to you in terms of what he had done 
and what he had found? 

A Are you talking about the first discussion 
with him? 

Q The follow-up discussion, when he came 
back to you and told you that he had found nothing, 
if I understand your prior testimony correctly. 

A He told me he had found nothing. 

Q So he didn’t tell you what he had done or 
who he had spoken with? 

A I can’t recall. 

Q Did you have an understanding that he had 
gone to the Federal Bureau of Investigation, which 
technically is in the Department of Justice, but 
outside of the department in a sense? 

38 

A I’m not sure what you mean by that. 

Q What I mean is, did you have an 
understanding that he had gone to the Federal Bureau 
of Investigation to get the information? 

A At some point I became aware of that. I 
can’t remember whether it was at this point or a 
later point, and how that was absolutely the right 
step to take. Because I felt that a direct call from 
me to the U.S. Attorney before I really understood 
what was going on, whether there was such a thing, if 
there was, why he was withholding it from me. I 
wasn’t sure what a direct call would mean, or how it 
would be interpreted. 

But I believed that the FBI would handle 
the matter properly, because they were career people. 

Q Did you have any understanding from your 
discussion with Mr. Raphaelson or otherwise whether 
the data base or data bases available would list 
parties who were referenced as witnesses, as opposed 
to subjects for referral or an investigation? 

A 1 don’t recall. 

Q And do you recall how long after your 
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1 second conversation with Mr. Raphaelson, the 

2 conversation in which he told you he had found 

3 nothing, it was that you had your second conversation 

4 with Ms. Holliday? 

5 A No, I don’t. I don’t recall. 

6 Q But your best recollection is you only had 

7 two discussions with Ms. Holliday. Is that correct? 

8 A Yes. 

9 Q And your best recollection is that at the 

10 time of the second discussion with Ms. Holliday, you 

1 1 had not obtained any information about this matter 

12 from Mr. Raphaelson. Is that correct? 

13 A He had said there was no case. 

14 Q I’m just trying to confirm my 

15 understanding that the second discussion with Ms. 

16 Holliday was after he had told you that he had found 

17 nothing, or that there was no case; as opposed to the 

18 latter point in time, when he told you that there was 

19 a referral. 

20 A My discussion with her was after he told 

21 me there was no case. 

22 Q What was your purpose in providing that 


1 information to her? 

2 A Basically, I thought that might be the 

3 best way of protecting the Department and keeping the 

4 Department out of the political climate. 

5 Q What was her response when you provided 

6 her that information? 

7 A You know, I can’t remember her specific 

8 response, but I believe she sort of indicated she 

9 thought it was strange, I would say. She seemed a 

10 little puzzled, or I interpreted it as being puzzled 

1 1 or skeptical. And I came away from the discussion 

12 feeling that maybe she had some information, better 

13 information than I had. 

14 Q Was there anything she said that 

15 specifically gave you that impression? 

16 A I can’t recall specifically what she said. 

17 Q And she said nothing at that time that 

18 would have given you any sense, clue, idea, etcetera, 

19 as to what the source of her information was? 

20 A She did not tell me whether she had 

21 information or, if she did, from where it came. 

22 Q Was the next thing you did with respect to 
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this matter when you went back to Ira Raphaelson and 
asked him to check again? 

A Excuse me, could you repeat that? 

Q Yes. 

After the conversation with Ms. Holliday 
that you’ve just described, in which she seemed 
puzzled or skeptical, was the next thing you did to 
go back to Mr. Raphaelson and ask him to check again, 
or did anything happen in the interim? 

A I wouldn’t say it was the next thing I 
did. At some point, I believe, I thought about it 
and started wondering whether indeed it was possible 
that someone in this Department could actually hold 
something from me like that. 

I was concerned that if there was some 
hanky panky going on, that indeed someone might not 
send an urgent report, and it might be prudent for me 
to double check. 

Q When you asked Mr. Raphaelson the second 
time how long after your second request to him was it 
that he came back to you with information about the 
referral? 

42 

A I don’t recall. 

Q Do you recall whether it was a matter of 
days or weeks? 

A I don’t think it was a matter of weeks. 

Q At the time he came back to you, did he 
have a copy of the referral? 

A No. 

Q What information did he have at that time? 

A My recollection is that he just came in 
and chatted with me. I don’t think I saw the 
referral until quite some time later, possibly even 
after the hysterical letter from Banks. 

Q But at the time — 

Let me rephrase that. 

When Mr. Raphaelson came back to you after 
your second inquiry of him is when he told you that 
there was a referral at Little Rock that had not been 
the subject of an urgent report memorandum. Is that 
correct? 

A Yes. That was a case down in Arkansas 
that the U.S. Attorney hadn’t set the record for. 

Q What did you instruct him to do at that 
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1 point? 

2 A We’ve already covered that. 

3 Q I don’t want to mischaracterizeyour prior 

4 testimony, but my recollection is that you wanted to 

5 have the FBI review the referral. Is that correct? 

6 (Pause.) 

A Actually, I think my instructions to them 

8 were, number one, keep it secret, and if there was a 

9 leak of this thing, I wanted the list of people who 

10 knew about it very, very small, so I could flay them 

1 1 alive. 

12 Number two, that I was interested in why I 

13 didn’t get an urgent report, and this raised in my 

14 mind some concern that there might be some hanky 

15 panky going on down in Arkansas, and I wanted to 

16 ensure that the matter was being handled strictly on 

17 its merits. And I didn’t want action taken that 

18 would be in any way construed otherwise. 

19 My understanding was that the Bureau was 

20 going to be involved in ensuring that the case was 

21 being properly handled. I thought that was a good 

22 idea. 
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Q Did you ask Mr. Raphaelson to determine or 
have someone determine what the referral said about 
the Clintons? 

A I don’t recall that. I know that the U.S. 
Attorney said that they were witnesses and I think, 
at some later point, someone came into my office with 
a copy of the referral and said that that was a leap 
of faith, or sort of a charitable kind of designation 
of them, that there was obviously some investigation 
that would have to be done to determine what their 
role really was. 

Q Who was it that said that? 

A I don’t recall. 

Q Was it Mr. Raphaelson? 

A It could have been. 

Q Is there anyone else with whom you had 
discussed it at that point that could have made that 
statement to you? 

A Well, there are other people in the 
Department that could have made it. 

Q I realize that. But bearing in mind that 
you’ve told us that you wanted to keep it 
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confidential and keep the list of people who were 
aware of it as small as possible, who, other than Mr. 
Raphaelson, at that time could have discussed the 
referral with you? 

A It could have been Bob Mueller, but I 
don’t recall discussing it with Mueller. 

Q Anyone else? 

MR. GICALE: I guess I would object to any 
speculation. If he remembers. 

THE WITNESS: I just don’t remember who it 

was. 

MR. COLE: I’m just trying to identify the 
people who were aware of this matter that could 
possibly have spoken, but I think we’ve exhausted his 
recollection on that point. 

BY MR. COLE: 

Q At the time that that discussion occurred, 
did you have the referral? 

A What do you mean, did I have it? 

Q Had you seen a copy of it?c 

MR. COHEN: I’m sorry, I apologize. 

MR. COHEN: I’m sorry, I apologize. 

46 

MR. COLE: At the time at which someone, 

Mr. Barr can’t recall who it was, said that the 
characterization of the Clintons as witnesses was 
charitable. 

MR. COHEN: At that time, excuse me, the 
person who was holding the referral at that time? 

MR. COLE: That was my question. 

BY MR. COLE: 

Q Do you know on what he or she based the 
conclusion that the characterization was charitable 
on? 

A No. 

Q So he didn’t say anything further as to 
what led him or her to that conclusion? 

A I remember someone pointing to various 
pages and taking me back in the referral and 
commenting about it. It was a very brief discussion. 

I believe that, at some point, Ira indicated to me, 
and I’m not sure of this discussion, but at some 
point Ira indicated to me that he thought there was a 
problem, or was concerned about some 
characterization, and may have wanted to call the 
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1 U.S. Attorney and discuss it with him. And I told 

2 him not to. 

3 Q Do you recall when that occurred? 

4 A No. 

5 Q Do you recall whether it was before or 

6 after you saw the letter from Mr. Banks? 

7 A No. 

8 Q Mr. Barr, have you had any conversations 

9 with Mr. Raphaelson about this subject since you left 

10 the Department? 

11 A Yes. 

12 Q When did those discussions occur? 

13 A It’s been three years, I guess, on and off 

14 over the years, we would briefly discuss how we were 

15 very proud of the way we had handled the matter at 

16 the Department. 

17 Q Have you spoken with Mr. Raphaelson about 

18 this matter since he provided testimony to the 

19 Special Committee on the subject? 

20 A I did talk to him briefly, but not about 

21 the substance of the testimony. 

22 He told me that he voiced — I’m not sure 


1 what the right word is ~ displeasure over the notion 

2 of having to testify, and that he started off by 

3 raising a question or suggesting that the nature of 

4 the conversations he had with me were privileged. 

5 And the deposition ran off on that for awhile, 

6 although he never asserted the privilege. He was 

7 merely saying that they were in the nature of 

8 privileged conversations, but that I had told him I 

9 had no concern about that, and that he should testify 

10 in full. 

1 1 But other than that, we didn’t get into 

12 the substance of the testimony. 

13 Q So that was a discussion obviously that 

14 you had with Mr. Raphaelson after he had appeared 

15 here to give testimony? 

16 A Yes. 

17 Q Did you have any discussions with him in 

18 the days or weeks prior to his appearance here about 

19 this matter? 

20 A Days or weeks? 

71 Q Not that you would necessarily know when 

22 he received notice, that he was being asked to appear 
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1 here, but that’s the period I’m interested in 

2 obviously, the period in which he knew that he was 

3 going to appear as a witness. 

4 A At some point, he asked me - he called up 

5 and told me that he was being asked to testify, and 

6 asked me if I wanted to assert the privilege as to 

7 the conversations he had had with me. 

8 And I said, no, we had had the same 

9 conversation prior to Mr. Starr’s investigation. He 

10 asked me if I wanted to assert privilege, and I said 

1 1 no. 

12 Q Going forward from the time that you 

13 testified you saw the letter from Mr. Banks, the U.S. 

14 Attorney in Arkansas, so going forward through 1992 

15 and into 1993, were you aware of any further review 

16 of what I’ll refer to as the 1992 criminal referral 

17 by the Department of Justice in Washington? 

18 A At some point, I was aware that someone in 

19 the Criminal Division had been advised about the 

20 case. 

21 Q Do you recall who it was that had been 

22 advised? 

50“ 

1 A No, I can’t recall. But my recollection 

2 was that there were some career prosecutors down in 

3 the Criminal Division who were aware of the case. 

4 Q Did you ever come to have any knowledge as 

5 to what conclusions the career prosecutors in the 

6 Department of Justice drew concerning the 1992 

7 criminal referral? 

8 A Just what I read in the newspapers. 

9 Q So did you ever see an analysis of the 

10 referral prepared by a Mr. Mark McDougall in the 

1 1 Fraud Section, I believe? 

12 A I don’t recall seeing any such analysis. 

13 Q Did you ever discuss the 1992 criminal 

14 referral with Mr. Keeney? 

15 A 1 don’t recall ever discussing it with 

16 Jack Keeney. 

1? Q What was Mr. Keeney’s position in the 

18 Department? 

19 A I believe he was Deputy Attorney General. 

20 Q And he was a career Department of Justice 

21 official, is that correct? 

22 A Right. 
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Q J believe you testified, or if not, my 
understanding is that Mr. Raphaelson’s position at 
the time we’ve been discussing was a political 
appointment, is that correct? 

A He was appointed by the President. 

Q And Mr. Mueller’s position as head of the 
Criminal Division, was that a political appointment? 

A He was appointed by the President. 

Q So did you have any occasion to discuss 
this referral with any career prosecutors in the 
Department who were not political appointees? 

A I don’t recall discussing it with any 
career prosecutors in the Department. But as far as 
I was concerned, it was being handled by the FBI and 
the U.S. Attorney’s Office and coordinated with the 
Criminal Division. 

Q Do you have any knowledge as to whether an 
issue arose as to whether the U.S. Attorney’s Office 
in Little Rock and Mr. Banks could appropriately 
handle this referral, or whether that office should 
recuse itself? 

A Excuse me? 
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Q Do you have any knowledge of any 
discussion or consideration within the Department of 
Justice as to whether or not Mr. Banks and the other 
officials in the United States Attorney’s Office in 
Little Rock should recuse themselves, or otherwise 
disqualify themselves from evaluating the 1992 
criminal referral? 

A When 1 originally thought about this 
matter, — hold on just for a second. 

(Pause.) 

When 1 was thinking about this matter in 
connection with Mr. Starr’s investigation, my 
recollection was that he had recused himself before I 
left. But after my interview with Mr. Starr, 1 
believe that may have been wrong, and that he may 
have recused himself after I left. 

Q Do you have any documents or notes that 
help you refresh your recollection on that point? 

A Not that I’ve found. 

Q Do you know where Ms. Holliday is now? 

A No, 1 don’t. 

Q When you stated earlier that you were 
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proud of the way the Department of Justice handled 
this referral, was that a reference to the fact that 
it was kept secret and never made public? 

A Largely. But also, I believe that we were 
able to get the case on the right track initially by 
having the right people looking at the case. 

Q So that would be career prosecutors in the 
Department, like Mr. Keeney and others who reported 
to him? 

A It would have been the FBI. 

Q So if Mr. Keeney and Mr. Potts reviewed 
this referral and took action, that would be the 
appropriate course of action, in your view, and you 
would rely on their professional judgments? 

A I’m not sure what you mean by no action. 

You said he took no action? 

Q If Mr. Keeney and others at the Department 
of Justice, career officials, Mr. Potts and others in 
the Criminal Division at the FBI reviewed this matter 
and came to a conclusion as to how it should be 
handled, is that what you would expect to have taken 
place? 

54 

A Well, no. 

Under me, first, my staff, although you 
refer to them as political appointees, I don’t think 
there’s ever been a Department of Justice that has 
had both bipartisan and non-political people at the 
top of the Department. Ira Raphaelson was a career 
prosecutor. Bob Mueller was a career prosecutor. 

George Terwiliger was a career prosecutor. Dan Levin 
was a career government employee and registered 
democrat. And most of the political people that I 
had around with me were not particularly political 
one way or the other. 

And Ira Raphaelson was in charge of 
financial institution fraud, not because of politics. 

I don’t even know what his politics are. It wouldn’t 
surprise me if he was a democrat before he was 
appointed. He was there because he was an expert on 
financial institution fraud. 

And both under the statute and in my 
administration, I would have looked to him to make 
the final cut on the case. 

Q I understand, and please understand that 1 


7619 


1 wasn’t intending at all to cast any aspersion on 

2 those gentlemen. 

3 My only point was that, for a matter like 

4 this, that obviously had significant political 

5 overtones, I was assuming that you would want it to 

6 be reviewed by non-political appointees. 

A Ultimately, I believe that political 

8 appointees they are appointed because they are 

9 ultimately the ones that are accountable under our 

10 system for making difficult decisions. I would not 

1 1 have career appointees make this decision finally. 

12 That’s why I objected to, among other things, I 

13 objected to the thing being withheld from me in the 

14 first place. Those are decisions that I think had to 

15 be made by the Attorney General. 

16 Q Do you have any reason to believe that you 

17 would have not accepted the analysis or 

18 recommendations of Mr. Keeney and others in 

19 consultation with the FBI and the other senior 

20 officials at the Justice Department? 

21 A Based on public developments, I have 

22 reason to believe that. 


1 Q What would that be? 

2 A Obviously, there’s been a lot of 

3 investigation about the exact role of the Clintons. 

4 That doesn’t seem to be a matter, to me, that can be 

5 adequately reviewed between January and March. 

6 Obviously, I wasn’t present to have an 

7 exact discussion with the principals, but from what I 

8 read in the newspaper, the principal was saying to 

9 the field that they would support whatever decision 

10 the field made. 

11 I’m not sure that the Criminal Division 

12 was ordered to make the call on the handling of the 

13 case if there was a thorough investigation on the 

14 case between January. 

15 And Mr. Keeney, you know, you’re 

16 characterizing Mr. Keeney as making the call, but 1 

17 would like to see what was done. But if there was no 

18 thorough investigation done, that would not have been 

19 acceptable to me. 

20 Congress passed the FIRREA specifically 

21 because the Democrats felt that people involved in 

22 S&L scams were getting treated lightly by the 
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Republican administration because they were prominent 
local officials, many of them Republicans. 

So they didn’t want people like Charles 
Keating getting a break. They wanted these things 
aggressively handled, and they didn’t trust U.S. 

Attorneys because they felt that U.S. Attorneys were 
frequently susceptible to pressure from prominent 
local people. 

So they wanted a centralized handling of 
this case. They originally proposed a separate 
provision in Washington to prosecute all cases. 

I personally negotiated, in lieu of 
setting up a separate division, I personally 
negotiated setting up a special counsel that would 
perform a centralized role and ensure the cases were 
pursued vigorously, and that there were no breaks cut 
to any political or prominent local people. 

That, in my view, if this had been a 
prominent republican governor, and electoral politics 
were not involved, Ira would have been all over the 
case. 

I think this case, what I can see, was not 
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properly handled after I left. 

MR. BEN-VENISTE: Mr. Barr, this is 
Richard Ben-Veniste. 

THE WITNESS: Let me say, I take that 
back. I have no reason to say it’s not properly 
handled. As I said earlier, I don’t know how it was 
handled, but judging from the public developments, it 
seems that there was a lot of investigation. 

BY MR. BEN-VENISTE: 

Q Let me see if I can clarify what it is 
you’re saying. 

You aren’t suggesting, are you, that you 
had reason to doubt Mr. Keeney’s impartiality? 

MR. GICALE: I believe the witness has 
testified that he doesn’t know what Keeney did. 

THE WITNESS: I don’t know what role Mr. 
Keeney played. 

BY MR. BEN-VENISTE: 

Q You worked with Mr. Keeney closely, I take 
it, over the period of time you were in the 
Department? 

A Yes. I have no reason to doubt is 
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1 impartiality. But in many situations, I would not 

2 want to put career employees in the position of 

3 making certain calls, being the final arbiters. 

4 Q It seems to me, I’m somewhat taken aback 

5 by your position on this because it seems to be 

6 standing on its head the notion that the career 

7 prosecutors at the Department of Justice are the 

8 people least likely to reach a conclusion based on an 

9 analysis that includes some kind of political 

10 weighting of the matter. 

11 A Excuse me? I don’t understand. 

12 Q Put another way, it seems to me that we 

13 have heard very much from others, during the course 

14 of this inquiry, that would suggest that the career 

15 people in the Department of Justice are those least 

16 likely to be charged with political considerations in 

17 the decisions made by the Department. 

18 You don’t accept that fact? 

19 A You have too many negatives or whatever 

20 there. Could you just repeat that. 

21 Q Maybe that’s the problem with telephone 

22 depositions. 

" 6(T 

1 A Just one more time. I think I know what 

2 you’re driving at. 

3 Q I’m asking you whether it is not the case, 

4 Mr. Barr — 

5 A That the career people are, what, the 

6 best-suited to make these calls? 

7 Q Let me ask it again another way. 

8 Is it not the case that there is a career 

9 cadre of experienced Justice Department executives 

10 and supervisors, who have served through both 

1 1 republican and democratic administrations over the 

12 decades? 

13 A Absolutely. 

14 Q Is it not the case that it is generally 

15 felt that those individuals are the least likely ones 

16 to make their decisions based on political pressures 

17 or insolence? 

18 MR. GICALE: I’m going to object to that. 

19 I don’t know how he can — 

20 THE WITNESS: That’s a broad 

21 generalization. 

22 BY MR. BEN-VENISTE: 
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Q Yes, it is. And if you disagree with it, 
please tell me, because it’s contrary to my 
understanding. 

A I know of many instances where that’s the 
case, and there may be other instances where it 
isn’t. 

Q Do you have any reason to believe that in 
the case of the criminal referral that was submitted 
in September 1992, just prior to the Presidential 
election of 1992, that the career persons in the 
Department of Justice who analyzed the referral and 
provided guidance to the United States Attorney’s 
Office and the FBI were somehow acting in a manner 
that did not reflect total political impartiality? 

A I don’t know who prepared the analysis. 

Q Well, Mr. Keeney was involved. 

A I don’t know what you mean. 

Q Mr. McDowell was involved. Mr. Margolies 
was involved. 

A I don’t know who wrote the analysis. 

MR. GICALE: Again, I would object to 
this. He’s already said that his decision on it, he 
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would have to have some discussion and determine what 
the analysis involved, how extensive the analysis was 
and how Mr. Keeney and/or others might come to those 
conclusions. He’s already indicated that he did not 
have the benefit of that, and I don’t think -- it’s 
speculation. 

MR. BEN-VENISTE: I’m sorry, Mr. Gicale, 
but I’m responding to what I believe to be Mr. Barr’s 
speculation that he had reason to believe that it 
wasn’t handled properly. 

THE WITNESS: Well, I have no reason to 
believe that Jack Keeney handled the matter in a 
partisan manner. But I have seen career people be 
reluctant to make decisions that affect their careers 
as well. I’m not suggesting that is the case with 
Mr. Keeney. 

But when a new administration comes into 
office, and new bosses are put over them, you may see 
some people run for cover who don’t want to make a 
tough decision, and try to push it off in another 
direction. 

I’m not saying that happened here. But 
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1 I’m saying that I would not say that the word of a 

2 career lawyer in the Department is necessarily the 

3 final word on all matters. 

4 BY MR. BEN-VENISTE: 

5 Q You will accept, will you not, Mr. Barr, 

6 that the reference to the Clintons, whatever it was, 

7 was not as a subject of the criminal referral? 

8 A I don’t think the word "subject” was used. 

9 Q They were subjects of the criminal 

10 referral, were they not? 

11 A I don’t know what you mean by that. 

12 Q There’s a distinction between a subject or 

13 target and a witness. 

14 MR. GICALE: Are you asking the question 

15 if there were subjects? 

16 MR. BEN-VENISTE: Yes. 

17 MR. COHEN: Mr. Ben-Veniste, all you’re 

18 saying, isn’t it an indication that the criminal 

19 referral identified subjects and did not characterize 

20 the Clintons as subjects. 

21 MR. BEN-VENISTE: Yes. 

22 BY MR. BEN-VENISTE: 
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Q Do you so understand, Mr. Barr? 

A My recollection is that the Clintons were 
designated as beneficiaries of the action taken. 

Q What is your recollection of how they were 
beneficiaries of the action taken? 

A I can’t recount that. 

Q Did someone tell you that, or did you 
discern that as a result of reading the document? 

A I think someone told me that. 

Q And that would have been? 

A I don’t know. 

Q Mr. Raphaelson or Mr. Mueller? 

A It could have been. 

Q But they did not explain to you how the 
Clintons would have been identified as beneficiaries 
rather than witnesses? 

A It was suggested to me that the U.S. 

Attorney’s Office’s consistent characterization of 
them as witnesses was probably a legal thing that a 
good U.S. Attorney and prosecutor would have made at 
this stage. 

Q So if the Clintons were identified as 
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witnesses, you attributed that to the U.S. Attorney’s 
Office making a leap of faith? 

A I’m not talking about the referral, I’m 
talking about the position taken by the U.S. 

Attorney’s Office. 

Q With respect to the referral which is what 
the U.S. Attorney’s Office was, after all, analyzing. 

Did you understand how the Clintons were 
characterized? 

A In the referral? 

Q Yes. 

A I do not believe they were characterized 
as subjects. 

Q How do you believe they were 
characterized? 

A Beneficiaries. That’s my recollection. 

Q So that you took it to mean that the U.S. 
Attorney’s Office had utilized or used or suggested 
the characterization of the Clintons as witnesses, 
and you believed on the basis of what you were told 
that that was a leap of faith? 

MR. COHEN: What he was told, you mean? 

66 

MR. BEN-VENISTE: Yes. 

THE WITNESS: For all I know, the RTC 
could have used the term "witnesses" as well. 

BY MR. BEN-VENISTE: 

Q How would that then be a leap of faith for 
the U.S. Attorney’s Office to accept the 
characterization of the RTC? 

A You will have to ask whoever used that 
term. 

Q Right now, I’m asking you how to justify 
the question of leap of faith. If the RTC described 
them as witnesses, where does the leap of faith come 
in? 

A Well, you can be a witness and you can 
also be a subject. 

Q I don’t know, and I must say that there is 
a distinction for a very good reason in 
characterizing individuals in referrals as one or the 
other. 

Did you have reason to believe that 
somehow the Clintons participated in a check kiting 
on the basis of what you were told? 
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A I’m not sure what you mean. 

Q You know what a check kiting is? 

A Yes. 

Q Did you have some reason to believe, on 
the basis of what you were told about this referral, 
that the Clintons participated in the check kiting? 

A No. I had reason to believe that there 
was a criminal referral that required investigation, 
and from what I can tell, there was investigation. 

As regards to the precise role of the 
Clintons one way or the other, I have no idea what 
role the Clintons actually played one way or the 
other. 

Q How would it then be charitable to 
characterize them as witnesses if you had no idea 
about what their role was? 

MR. GICALE: I believe he’s testified that 
that’s how it was characterized to him. 

THE WITNESS: I’m sorry, I didn’t hear 

that. 

MR. BEN-VENISTE: There’s an objection I 
think, noted. 

68 

MR. GICALE: I believe you testified that 
that’s how it was characterized to you. 

THE WITNESS: We talked through him. I’d 
like to hear what he has to say. 

MR. GICALE: I believe, Mr. Barr, you 
testified that that’s how it was characterized to 
you, correct? 

THE WITNESS: Correct. I also said 
essentially, I can’t remember the exact words. 

BY MR. BEN-VENISTE: 

Q So you didn’t ask any questions further 
about what Mr. Raphaelson or Mr. Mueller or whoever 
it was who mentioned this to you actually meant by it 
being charitable? 

A I don’t recall the exact extent of the 
conversation, how much give and take there was, but 
my recollection is that the impression was, from the 
people who were talking to me, that some 
investigation would be required to determine the role 
of the Clintons. 

Q The point that I’m trying to get to, are 
you now remembering that there was more than one 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7626 


person in the meeting when this characterization of 
it being charitable was made? 

A No. 

Q Are you now remembering that it was more 
than one person who used the term "charitable?" 

A No. 

Q So in the meeting that you do recall, 
although you don’t recall the identity of the person 
who used the term, you don’t recall asking any 
questions about what the exact role of the Clintons 
was as far as the information which had been provided 
to the U.S. Attorney? 

A I don’t recall asking questions, but 1 
believe I asked some questions. 

Q What questions do you believe you asked? 

A I don’t recall. 

Q Do you think you asked questions about the 
Clintons’ role? 

MR. GICALE: When you say, do you think, I 
think he’s already testified he doesn’t recall. To 
speculate as to whether, what he might have asked, I 
object to this. 1 don’t see where this takes us any 

place. 

MR. BEN-VENISTE: If I recall Mr. Barr’s 
answer, I thought it was he asked questions about the 
Clintons’ role. 

MR. COHEN: 1 think he said he asked 
questions. 

BY MR. BEN-VENISTE: 

Q So he thought he asked questions. 

Now I’m asking whether you thought you 
asked questions about the Clintons’ role. 

A I think I did. 

Q And what do you remember being told about 
the Clintons’ role in this check kiting? 

A 1 don’t know what you’re talking about 
check kiting. 

Q You don’t know what I’m talking about 
check kiting? 

A I didn’t say that there was a specific 
reference to check kiting. 

Q You don’t recall the basis of the referral 
was check kiting? 

A No, I don’t. 
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1 Q Do you recall whether you learned whether 

2 the Clintons had signed any of the checks that were 

3 the basis of the criminal referral? 

4 A I don’t remember the details. I remember 

5 that the view was that becuase of the office and 

6 other things discussed in the referral, that there 

7 was the view that you woudl have to look hard at the 

8 Clintons’ role, that these were not people who, at 

9 face value, were innocent bystanders, but you’d have 

10 to examine what their role was. 

11 Q Did you have the view that there was some 

12 requirement of immediacy in learning what the 

13 Clintons role was, whether or not you remember them 

14 being identified as witnesses or otherwise? 

15 A You’ll have to repeat that. 

16 Q Do you remember whether you had the view 

17 that it was a matter of some immediacy to determine 

18 what the Clintons’ role exactly was? That it had to 

19 be done right away? 

A No. Although, you know, it was immediate 

21 to me before I found out about the referral, to find 

22 out whether or not there was a referral, and if there 


1 was, were they subjects of the referral. 

2 Q Having learned that they weren’t subjects 

3 of the referral, did you entertain the view that it 

4 was a matter of some immediacy that an investigation 

5 be launched to determine precisely what their role 

6 was? 

7 A No. 

8 Q You accepted the view stated by the FBI 

9 that in circumstances such as this, it is appropriate 

10 to await the result of the election and not take 

1 1 action one way or the other that might influence the 

12 election? 

13 A You say that’s the view of the FBI? 

14 My view was that, in this case, I did not 

15 want the case officially accelerated or decelerated 

16 or publicly disclosed but handled in the normal 

17 course. 

Q D° you have any idea of how many pending 

19 RTC criminal referrals there were backlogged at the 

20 various U.S. Attorney’s Offices in the Department of 

21 Justice in October 1992? 

22 A No. 
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Q Given the fact that you had paid some 
attention to this issue clearly, as Attorney General, 
did you have a view that there was a substantial 
backlog? 

A I’m not sure what you mean by backlog. 

Q Cases that were awaiting investigation. 

A There were prioritization cases and that 
prioritization was done with the input of Mr. 

Raphaelson. The potential involvement of public 
officials was the factor used in giving it a higher 
priority, so there was definitely a queue of cases. 

I wouldn’t refer to it as a backlog. We just had 
never prioritized them. 

Q But there was a substantial amount of 
business to be done in investigating and prosecuting 
cases that had already been referred to the 
Department of Justice and/or the U.S. Attorney’s 
Offices in the field? 

A Is that a question? 

Q Isn’t that so? 

A In some districts. Other districts did 
not have many S&L cases. Some had none. Some had 

74 

one. 

Q In connection with the database that you 
asked Mr. Raphaelson to search, what is it that that 
database tells you? 

A All I can tell you is my understanding was 
that we had a database, that my understanding was 
that it would show us where the cases were, how they 
were staffed, what their priority was, what the 
nature of the allegations were, things like that, the 
key people involved. 

Q The key people involved, did you say? 

A Yes. 

Q And by key people involved, that would be 
the identity of the persons referenced in the 
referrals? 

A 1 would assume many of them would be 
involved, yes. 

Q What was the range of access to that 
database? 

A I don’t know. 

Q It certainly wasn’t just for you? 

A I don’t know. 
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Q Was it Department-wide? 

A I don’t know. 

Q Do you know whether other agencies of the 
Government might have access to that database? 

A I don’t know. 

Q Do you have reason to believe that if that 
referral had been entered into the database, that 
there would be some way of protecting the 
confidentiality of the naming of the Clintons? 

A I don’t know. However, I would have 
expected the United States Attorney, if they were 
concerned about that, to call me on such a case 
because it was a sensitive case. 

Q I’m sorry, I lost the last part of that. 

Could you repeat that? 

A I said I would have expected the United 
States Attorney, if they were concerned about 
confidentiality, and they didn’t want to enter all 
the data in the database, or they didn’t want to send 
any urgent report, 1 would have expected the United 
States Attorney to call me and say, Bill, I 
understand that a case has come in, and here’s what 

76 

it’s about, here’s the history of it, here are the 
allegations that are made, here’s the role of the 
Clintons, here’s how I believe we ought to handle the 
sensitivities, and discuss it with me. 

I think a U.S. Attorney should do that if 
they’re not going to follow the normal rules. 

Q But given the fact that it wasn’t done in 
this case, the outcome in terms of their being no 
dissemination of information and no overt 
investigation of the allegations were in conformity 
with what you thought was appropriate. 

MR. COHEN: You’re just referring to the 
outcome remaining secret through the election? 

MR. BEN-VENISTE: Correct. 

THE WITNESS: As far as it’s remaining 
secret through the election, 1 think that’s right. 

Although — 

BY MR. BEN-VENISTE: 

Q There are two parts to the question. 

And further to be no overt investigative 
steps taken. You also agree with that? 

MR. COHEN: He already said that was his 
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direction. 

MR. BEN-VEN1STE: Okay. 

THE WITNESS: That was my direction 
because I had no basis for directing anything 
otherwise. But I do think that important decisions 
that should have been made by the Attorney General 
were precluded by the conduct of the United States 
Attorney. 

BY MR. BEN-VENISTE: 

Q Essentially, the conclusions that you 
reached were identical to the de facto situation that 
existed? 

A I don’t know what you’re talking about. 

Q You reached the same conclusion that the 
people in Little Rock had reached, which was that it 
would not be appropriate to take any overt steps, 
correct? 

MR. GICALE: I object. 

THE WITNESS: I know of no basis for 
questioning that judgment. And I wasn’t prepared to 
question it. 

My view is that the situation where a 

78 

referral comes in, a candidate for the presidency, is 
that it requires sort of an unusual judgment to be 
made. I can conceive of the circumstance, and 1 
don’t think that exists here, although I didn’t know, 
going into it, a circumstance might exist where a 
referral comes in, and there’s very clear evidence or 
it wouldn’t take much to recognize compelling 
evidence of criminality, let’s say very specific and 
credible, and numerous credible allegations of some 
kind of crime, where the Attorney General might, as a 
result of his own judgment, say that he would take it 
on his own to make that public before the election. 

Q But that certainly wasn’t the case here? 

A That wasn’t the case here, and I could 
conceive of a situation -- well, that wasn’t the case 
here. I didn’t know it until I became aware of the 
referral. 

0 Okay. 

A And I think that’s a judgment I have to 
make, not him. 

Q But you did make that judgment? 

A And he should allow me to make that 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7631 


79 

judgment. 

MR. GICALE: He didn’t make that judgment. 

Mr. Ben-Veniste asked if you made that judgment. You 
were not given the opportunity to make that judgment, 
correct? 

MR. BEN-VENISTE: Of course he made that 
judgment. 

THE WITNESS: I was not given the 
opportunity to make that judgment. But based on what 
I see today, — 

MR. BEN-VENISTE: Hang on. You’re saying 
you weren’t given the opportunity to make the 
judgment when you learned of the criminal referral 
that it was appropriate to take no overt steps? 

THE WITNESS: Excuse me? 

BY MR. BEN-VENISTE: 

Q Are you saying — Mr. Gicale is 
confusing - 

MR. GICALE: I’m not confusing anything 
here. That’s not the question you asked him. 

BY MR. BEN-VENISTE: 

Q The question I asked was, did you not make 

80 

the determination that it was appropriate to take no 
overt steps? 

A I made that determination based on the 
information I had, but 1 felt the information I had 
was probably not full. 

Q What was lacking from the information you 
had? 

A I would have liked to know more about what 
the U.S. Attorney’s Office knew about the role of the 
Clintons. 

Q Why didn’t you ask them? 

A Because he had already made his position 
obvious. 

Q But if you wanted to know more 
information, weren’t you in a position to ask the 
United States Attorney to provide it to you? 

A Not without, I think, perhaps triggering 
the reaction on his part that would have been wrong, 
but still probably plagued that investigation going 
forward. I thought it best to let the investigation 
go forward as it was. 

But I’m not suggesting that there was 
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anything in here that puts this into the first 
category. The second category, it seems to me, would 
be a case where you have, you don’t have slam dunk 
evidence of criminality, but it is significant 
evidence that might make someone a subject that you 
might want to look at very hard and possibly target 
sort of a gray zone in there. And I think that’s 
those sort of cases you may say that you don’t even 
want those cases, you want those cases aboslutely 
handled just as another case would be handled of the 
same type but not involving a political election. If 
it involves public disclosure, so be it. You’re not 
the one who’s authorizing public disclosure, but 
you’re letting the chips fall where they may by 
simply following the evidence and handling the case 
just like any other case. 

Q Do you have some reason to believe that in 
consultation with the FBI and the career people at 
the Department of Justice, that analysis was not made 
with respect to this criminal referral? 

A I don’t know when it was made. 

Q So the answer to my question was, you have 
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no such reason to believe? 

MR. GICALE: I believe the answer was he 
didn’t know. 

THE WITNESS: I’m not the Attorney General 
anymore, nor the Independent Counsel, so 1 don’t have 
information about the case. 

But at the time I left, I did not have 
that information. 

Q Okay. 

A And then finally, I would say that there 
are cases where the role of the sensitive figure is 
such that you wouldn’t think that they would really 
be ultimately tied up in a thing as subjects or 
targets, and you would want to assure that the case 
does not play a role in the election process by 
assuring that there are no public steps taken. 

Based on what 1 knew, and 1 did not have 
full information, but based on what I knew, this 
would fall in that category. But I felt that the 
delay by the U.S. Attorney and also his posture 
really prevented me from really getting an 
understanding of the case, and making that decision. 
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I felt the Attorney General should be on 

that. 

Q His posture? 

A But I don’t know what the outcome of this 
was going to be. And, as I said at the time, I did 
not have an opinion about the case because I didn’t 
know about the case. I didn’t understand the merits 
of the case. 

Q Did you understand the U.S. Attorney to be 
taking the position that the FBI could do what it 
wanted, that he would not be the one to authorize an 
investigation that might result in negative publicity 
in the weeks before presidential elections? 

A It’s my understanding he wasn’t being 
asked to do that. That was not my understanding. 

Q Are you suggesting that he would get, that 
you might get more information from him than he had? 

Do you have some understanding of how he would obtain 
that information, other than taking investigative 
steps? 

A He obviously had a view. I think he had a 
view of the case, and it may have been partially 

84 

based on his experience with the McDougall case. I 
think it would have also been proper for him to 
review the documents that the Government already had 
in its possession, which would have required no grand 
jury or no subpoenas. 

And I also think discussing it with the 
Bureau, the RTC and others would have been 
appropriate steps for the U.S. Attorney to take. 

Q Were you basing your assessment of Mr. 

Banks’ actions on your understanding that he had not 
reviewed the documents? 

A My understanding was there had been no 
review. 

Q Were you basing your assessment of Mr. 

Banks’ actions on the understanding that the FBI had 
not reviewed the documents? 

A I thought there was some dispute about the 
FBI reviewing the documents. I’m not clear on that. 

Q Did you have it in your mind that the FBI 
had not reviewed the documents? 

A What time are you talking about? 

Q Prior to the election. 
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A My understanding at the time the letter 
came in was that there had been no review of the 
documents. 

Q By either the U.S. Attorney or the FBI? 

A Yes. I think that was my understanding. 

MR. BEN-VENISTE: 1 don’t have anything 

further. 

MR. GICALE: I have nothing further. 

Thank you very much. 

Thank you, Mr. Barr. 

Thank you, Mr. Cohen. 

(Whereupon, at 6:55 p.m., Monday, 

November 13, 1995, the taking of the deposition 
ceased.) 


WILLIAM P. BARR 
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PROCEEDINGS 

Whereupon, 

CHARLES E. SHEPPERSON 
was called as a witness and, having been first duly 
sworn, was examined and testified as follows: 
EXAMINATION 

BY MR. DINH: 

Q Mr. Shepperson, as you know, my name is 
Viet Dinh. I’m with the majority staff of the Senate 
Special Committee to Investigate Whitewater 
Development Corporation and related matters. 

This deposition is conducted pursuant to 
Senate Resolution 120, and it’s this resolution that 
created the Special Committee, to be administered by 
the Senate Banking Committee, to conduct an 
investigation into Whitewater Development 
Corporation, Madison Guaranty Savings and Loan 
Association, Capital Management Services, and related 
matters. 

Section 3(e) of Resolution 120 authorizes 
investigation of and public hearings into the source 
of funding and the lending practices of Capital 

Management Services, Incorporated, and its 
supervision and regulation by the Small Business 
Administration, including any alleged diversion of 
funds to Whitewater Development Corporation. This 
subject will be the focus of today’s deposition. 

I should tell you that this deposition is 
made in advance of public hearings that are currently 
being conducted. We have not decided whether you 
will be called as a witness at such hearings. 

The stenographer will prepare a record of 
questions and answers. This deposition will be 
treated as committee confidential until the hearings. 
Then it may be made whole or part public. 

Prior to the hearings, you will receive a 
letter from the Committee telling you that you may 
come to the Senate to review the transcript of your 
deposition and make note of any corrections in 
transcription on an errata sheet. This is for the 
limited purpose of review, and the information is not 
be disclosed for any other reason to the press or to 
the other witnesses. 

If you are called to testify at public 
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hearings, you will be provided with a copy of your 
deposition transcript four days in advance of the 
testimony, again for the limited purpose of preparing 
yourself for the testimony at the public hearings. 

You may be represented by counsel. I see you do not 
have counsel, for the record. 

Objections as to the form of the questions 
can be noted for the record. There are two grounds 
upon which counsel may object and give an instruction 
not to answer. That is upon privilege and scope, the 
latter being that the question exceeds the scope of 
the resolution. I should advise that the Committee 
Chairman will ultimately rule on any objections where 
the witness refuses to answer a question. 

Can you please state your name, 
for the record, please? 

A My name is Charles E. Shepperson. 


Q And your office phone number, 
please. 

A My office number is 202-205-6768. 

6 

Q Who do you work for currently? 

A I work for the Small Business 
Administration. 

Q What is your position? 

A Currently, I’m the Deputy Associate 
Administrator for Small Business Development 
Companies. 

Q What was your position in May of 1993? 

A I was the Deputy Associate Administrator 
for Investment. 

Q And in that position in 1993, did you come 
to know a person named Wayne Foren? 

A Yes. He was my immediate supervisor. 

Q What was his position at the time? 

A He was the Associate Administrator for 
Investment. 

Q Can you tell us, as the Deputy Associate 
Administrator for Investments, what was the general 
nature of your responsibilities? 

A I served as his alter ego, principally in 
managing the day-to-day operations of the office, 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

n 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7641 


7 

consulting with him on policy issues, and generally 
worked together with Mr. Foren. 

Q So I take it you worked very closely with 
him on a day-to-day basis? 

A Yes. 

Q Do you see him very often during the 
course of a day? 

A At that time I did. 

Q In May of 1993 is when I’m concerned with. 

A Yes. Our offices adjoined each other. 

Q And his door is open? 

A Yes. 

Q Your door is open? 

A Yes. 

Q Do you make a practice of coming into each 
other’s offices and talking? 

A Often. 

Q And much of that conversation had to do 
with the work that either you were working on or Mr. 

Foren was working on at the time? 

A That’s correct. 

Q And anything out of the ordinary that is 

8 

relevant to what you were working on, you would 
probably talk to each other about that? 

A Yes. 

Q I want to direct your attention to the 
date of May 5, 1993. 

To the best of your recollection, do you 
know if Mr. Foren had a meeting or a conversation 
with Mr. Erskine Bowles on that day? 

A If I could, I’ll just take a rabbit trail 
for one minute and explain. 

You called me about an hour ago. I’ve not 
had the opportunity to review my calendar, my notes. 

And anything I say is to the best of my recollection, 
after having been disassociated with the Small 
Business Investment Company - excuse me, the Small 
Business Investment Program - for more than two 
years. 

As I recall, in the May 5-May 6, 
thereabouts, time frame was approximately the time 
when Mr. Bowles was about to be confirmed. And Mr. 
Foren told me on the day before Mr. Bowles was 
confirmed as the administrator that Mr. Bowles told 
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him that the Capital Management specialized small 
business investment company should be referred to the 
Office of the Inspector General before the close of 
business that day. I believe that was May 5. I 
really don’t -- if May 6 was the day he was 
confirmed, then May 5 is when this took place. 

Q If I tell you for the purposes of this 
deposition — let’s assume that May 6 is the day that 
he was confirmed, then that would be May 5? 

A Yes, the day before. 

Q The day before. 

Now, let me just make everything clear and 
unpack that statement. Mr. Bowles told Mr. Foren 
that Capital Management Services Company should be 
referred to the SBA Inspector General’s office before 
the close of the business day? 

A As I recall, that was the statement that 
Mr. Foren gave to me. 

Q Do you recall when Mr. Foren told you 
about Mr. Bowles’s instructions? 

A I’m sure it was the same day. I am sure 
it was -- it must have been a short time after he was 

10 

told that. 

Q Now, to the best of your knowledge and 
recollection, do you know if such a referral was made 
on that day? 

A I believe it was made that day. My 
recollection is that it was made that day. I don’t 
have papers available. 

Q Do you know if Mr. Foren indicated this 
fact to Mr. Bowles after he had made the referral to 
the SBA IG? 

A I don’t remember that. I remember him 
telling Wayne that we should make the referral. 

Whether we got back in touch with him, I don’t 
remember. 

MR. IVEY: Can we go off the record for a 

second? 

(Discussion off the record.) 

(The reporter read the record as 
requested.) 

BY MR. DINH: 

Q When was the next time you became aware of 
any other conversation between Mr. Bowles and Mr. 
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Foren with respect to Capital Management? 

A I can’t remember a specific date. I 
presume it was early in Mr. Bowles’s tenure, and Mr. 

Foren told me that following a meeting with Mr. 

Bowles, that Mr. Bowles took him aside and said that 
he had had dinner with the chief of staff at the 
White House, and mentioned the Capital Management 
situation; and that his comment was that that 
situation should be handled the way those situations 
are normally taken care of. 

Q "His comment" being the chief of staffs? 

A Yes. This is second, third-hand. I can’t 
tell you a date. I can’t tell you a time. 

Q You said it was early in Mr. Bowles’s 
tenure. Do you know approximately how early in his 
tenure? Within a week of May 5 or May 6? 

A I’d be speculating at best. I couldn’t 
put a time. 

Q Within a month? 

A You know, I don’t know. It was early. 

I’d really be stretching to try and put a time frame. 

Q I wouldn’t ask you to speculate. 

12 

When did you leave your position as Deputy 
Associate Administrator for Investment? 

A November of 1993. I was detailed to 
another position. 

Q And this is the same time that Mr. Foren 
was reassigned from his position as associate 
administrator? 

A Mr. Foren was reassigned something like 
October 23. My mother fell shortly thereafter and 
was in the hospital, and I was away from the office. 

And when I came back, I was detailed into another 
position. 

Q And in this new position, you have not -- 
you were not working with Mr. Foren in any position? 

A No. 

Q So it’s safe to say that when you say 
early in Mr. Bowles’s tenure, that this conversation 
that Mr. Foren related to you occurred before October 
23, 1993, then? 

A Oh, certainly. 

Q Are you aware of any other contacts 
between Mr. Bowles and the White House? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7644 


13 

A One. 

Q When he was still with the Small Business 
Administration? 

A Well, no. 1 mean, you know, I presume he 
reported, as the Administrator of the Small Business 
Administration, to the White House on a routine basis 
on many matters. 

Are we specifically talking about relative 
to the Capital Management? 

Q Right, that was my next question. 

Specifically, do you have any knowledge of 
any contacts Mr. Bowles may have had with the White 
House while he was Administrator of the SBA with 
respect to Capital Management, Hale, or Madison or 
Whitewater? 

A I don’t have any first-hand information. 

Q Do you have any other knowledge? 

A I would assume — I mean, I know that as 
the investigation progressed and things began to take 
place and we became aware of them, that we informed 
Mr. Bowles of what we were doing, or what seemed to 
be happening. I have no idea what he did with that 

14 

information. 

Q But you did give him updates as to the 
progress of the case? 

A Yes. 

Q Was it you personally or Mr. Foren when 
you said "we?" 

A fd say normally it would be Mr. Foren. 

We would generate information and give it to Mr. 

Foren, and he would sign it and send it on up to Mr. 

Bowles as information that became known to us from 
the general counsel, from our office, from various 
elements. 

Q Apart from the chief of staff in the White 
House’s statement that this case should be handled as 
you would any other case, are you aware of any other 
communication from the White House to the SBA as to 
how the case should be handled? 

A No. 

Q Are you aware of any sentiment during the 
summer of 1993 that this case should not be referred 
to as a criminal case by the SBA? 

A No, I’m not aware of that. 
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Q Do you know who Cecilia Seay is? 

A Yes. Cecilia Seay? 

Q Yes. 

A She worked in our Office of Liquidation in 
the investment division. 

Q Do you know in the period of, say, 
generally the summer of 1993 - do you know if she 
had any involvement with the Capital Management case? 

A I don’t know. I don’t believe she did, 
but I’m not sure. There were a couple of 
intermittent supervisors between her and I, so — 
intervening supervisors — so I’m not sure. 

Q So you were three or four levels above her 
in the supervisory chain? 

A Yes. 

Q Who would these people be, from the bottom 
up? 

A It was — Thomas Morris was the branch 
chief, if you would. Ronald Sobolski was the 
director of the Office of Liquidation, both of whom 
would have been between she and I. 

Q I just want to return back to the 

16 

conversation you had with Mr. Foren when he related 
to you the conversation Mr. Bowles had had with the 
chief of staff. 

Again, I don’t ask you to speculate. But 
when you said it was definitely before October 23, 

1993, can you say whether it was during the summer of 
1993 that he had this conversation with Mr. Foren? 

A I can’t tell you. I would like to, but I 
just can’t remember when it was. Perhaps if I had 
looked back through my calendars or something, I 
could maybe find meetings — but I can’t put a time 
frame on it. 

Q I don’t ask you to speculate. I really do 
appreciate your coming on such short notice. Like 1 
said, we only came to some relevant information over 
the weekend, and I appreciate the fact that you have 
not had a chance to review your documents and your 
personal files. 

I would ask that you do so within this 
week, and if such studies come up with any more 
relevant information, that you would advise either me 
or Mr. Ivey of any such information you may have 
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after reviewing your files. 

MR. DINH: I have no further questions. 

MR. IVEY: I’d like to thank you as well 
for coming on such short notice. I think you’ve 
gotten an hour’s notice or so. 

THE WITNESS: But I still have people I 
have to get in touch with in Sacramento and Houston, 
because I don’t know if we’re going to be in business 
tomorrow. 

MR. IVEY: I apologize for the 
inconvenience. Let me try to go through this as 
quickly as possible, so we can wrap up. 

EXAMINATION 

BY MR. IVEY: 

Q You mentioned you were sort of an alter 
ego for Mr. Foren, and that you worked closely 
together. 

A Yes. 

Q For what period of time was that, in fact? 

A The entire time I was there. I believe I 
started in January of 1991. It might have been 1990 
or 1991. I don’t remember which year, and I was his 

18 

deputy for the entire period. 

Q So, two and a half years? 

A Say two years, just for the sake of round 
numbers. 

Q Did you ever see each other socially? 

A Yes. 

Q Frequently? 

A Once a week. 

Q And after he left the SBA, did you 
continue to see each other socially? 

A Yes. 

Q Still about once a week or so? 

A Not so often after he retired. 

Q Have you seen him in the last two or three 
weeks? 

A Yes. 

Q On social occasions? 

A Yes. As a matter of fact, 1 saw him in 
church yesterday. 

Q You two don’t live too far apart from each 
other? 

A Opposite ends of the county. He lives in 
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Burke. 1 live in the suburbs of Alexandria. 

Q Did you know when his deposition was taken 
before the Senate Special Committee? 

A A couple of weeks ago. Mr. Dinh, I 
believe, called me to get his address and phone 
number so he could contact Mr. Foren at home. I had 
his home number. 

MR. DINH: For the record, that was on 
advice of either the general counsel or the associate 
general counsel of the SBA that 1 called Mr. Foren. 

BY MR. IVEY: 

Q And after you gave Mr. Dinh Mr. Foren’s 
phone number, did you talk to Mr. Foren shortly 
thereafter? 

A I told him that 1 had given the Committee 
his address and phone number, and that they would be 
contacting him. 1 frankly had forgotten Mr. Dinh’s 
name. I just knew that it was somebody from the 
Senate Whitewater Committee. 

Q Did he ask you why the Committee was 
contacting him? 

A I don't remember. 1 didn’t know. If he 


19 


asked me, I did not know. 

Q And after Mr. Foren gave his deposition, 
did you talk with him about his deposition? 

A No. 1 didn’t talk about his deposition 
with him, other than yes, he gave his deposition and 
he explained the whole situation with Whitewater that 
1 presume covered the whole realm of the time that we 
were involved with Whitewater. But I don’t know what 
he told them or what he told you specifically. 

Q But he told you that he sort of testified 
about a range of issues relevant to Whitewater? 

A Well, he told me he testified before the 
Senate Whitewater Committee on Capital Management. 1 
presume that that’s a range of all kinds of things 
that went on. 

Q But he didn’t give any specifics? 

A No. 

Q Like he didn’t say we talked about David 
Hale? 

A Well, if you talk about Whitewater, if you 
talk about Capital Management, you talk about David 
Hale. He was Capital Management. 
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Q The conversation that you had with him, 
was that all you discussed? Did you discuss any 
particulars about his testimony? 

A He contacted me following whenever you 
guys contacted him. He talked to me in church, I 
presume the following Sunday. 

Q Do you have a sense of what date you were 
talking about? 

A It was two or three weeks ago or 
thereabouts. 

Q Two or three weeks ago. 

MR. IVEY: Can we go off the record for a 

second? 

(Discussion off the record.) 

BY MR. IVEY: 

Q Just to recap for the two or three weeks 
ago - 

A I believe it was the Sunday after he made 
his deposition two or three weeks ago, and he was 
asking me about what did I recall to be the sequence 
of events relative to our turning over Capital 

Management to the Office of the Inspector General. 
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Q Did he tell you what he recalled the 
sequence of events to be? 

A We just talked about it, what happened. 

And it was, "Well, I remember that you told me that 
Erskine told you to turn it over that day. Then you 
had subsequently told me that Erskine had shared with 
you, and discussed it with clarity." 

He asked me what the name of the lady was 
who used to be Mr. Bowles’s confidential assistant. 

And I remembered her name. As I recall, Pam Madaris 
I believe is her name. That’s generally -- we talked 
about what happened and how it happened. 

Q Now, the narrative you went through about 
the sequence of events that you’ve just described, 
was that what Mr. Foren said to you, or what you said 
to Mr. Foren? 

A That’s what I said to him. 

Q Did he ever tell you what he thought the 
sequence of events was? 

A No. It was, "Yeah, that’s the way I 
remember it." We did not specifically talk about 
exactly how it was. It was, "Yeah, that’s the way I 
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remember it." 

Q Did he tell you why he was wondering who 
Mr. Bowles’s assistant was? 

A No. He said, "What was that girl’s name? 

That was a young woman who sat outside of his office 
-- Pam. What was Pam’s last name, what was Pam’s 
name?" And I told him what Pam’s name was. 

Q Did he ask you if this briefing took 
place, or any of these conversations took place, with 
Mr. Bowles over the phone or in person? 

A Not that I recall. My recollection is 
that I mentioned this to Mr. Foren when we talked, 
when Mr. Bowles was first -- 1 don’t know whether the 
right word is "nominated," or whatever the right term 
is — he made the decision to not come into the 
building. And I had said to Wayne that it was my 
recollection that he was never in the building before 
he was confirmed. 

On two occasions, Mr. Foren and 1 went 
over to the Old Executive Office Building and briefed 
Mr. Bowles on the SBIC program, along with our 
Congressional Assistant Administrator for 
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Congressional Liaison, anyway, and someone else. And 
we had meetings with them, 1 believe it was twice, 
because we couldn’t get done the first time, and he 
was interested in this program. 

Q Did Mr. Foren recall that Mr. Bowles 
hadn’t come into the building until he was confirmed? 

A Yes. 

Q Did he then ask you whether this May 5 
conversation took place before or after your 
confirmation? Did you discuss that? 

A No. I said that it was before. 

Q With respect to the conversation about Mr. 
McLarty, was there a discussion about whether that 
was before or after the confirmation? 

A I don’t recollect us discussing whether it 
was before or after. 1 think it was after, because 
it seems to me that Mr. Foren’s comment was that he 
pulled me aside after a meeting and told me this. 

And that couldn’t have happened unless it was 
afterward, because 1 don’t recall Mr. Bowles coming 
to the building before he was confirmed. 

Q Let me represent to you — 1 know we 
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represented earlier to you that Bowles was confirmed 
on May 6. Actually, his confirmation hearing was on 
the 6th. He was actually confirmed on May 7. 

Do you recall that sequence in that way? 

A I don’t remember the date, okay? If it 
was the 6th, that’s fine. If it was the 7th, that’s 
fine. I don’t remember the exact date. 

Q So if it’s the 6th or the 7th, or 
whatever, this would refer to the initial meeting 
where the referral was discussed? 

A Yes. 

Q Let me phrase the question this way. 

If the testimony was given, or someone 
said that the meeting took place on May 6, which is 
before Mr. Bowles’s confirmation — 

A Which meeting? 

Q Let me finish the question. 

— in which Mr. Bowles pulled Mr. Foren 
aside and told him that he’d had dinner with McLarty 
the night before, or a conversation with McLarty the 
night before; would that square — 

(Discussion off the record.) 
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(Whereupon, at 5:15 p.m., the taking of 
the deposition was recessed, to reconvene at 7:05 
p.m., this same day.) 

BY MR. IVEY: 

Q I’m sorry. We had a break there, and I 
want to go back and make sure that we’re on the same 
page. 

You testified earlier that somewhere in 
this May 5 to May 6, 7 time frame was roughly the 
time Mr. Bowles was confirmed. Is that correct? 

A That’s correct. 

Q And that during this time frame, or 
somewhere in that area, there was a briefing by Mr. 

Foren to Mr. Bowles. 

A I never said there was a briefing. 

Q I’m sorry. You say it in your words. 

A Obviously, there was information that was 
provided to Mr. Bowles on Capital Management. And 
prior to his confirmation, he told Mr. Foren — Mr. 

Foren told me he told him — that we should refer 
Capital Management to the SBA Inspector General by 
close of business that day. And that day was prior 
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to his hearing and confirmation. 

Q So you weren’t present for that 
conversation between Bowles and Foren? 

A No, I wasn’t. 

Q Did you ever see any documents or 
memoranda that were generated for that discussion or 
immediately subsequent to that discussion? 

A Well, I imagine that I saw a fact sheet 
that would have described the situation with Capital 
Management. I don’t have that fact sheet, nor can I 
tell you exactly what was on it. But I’m sure I’ve 
seen something like that. 

Q You don’t have a distinct recollection of 
it? 

A No. 

Q You testified that you had attended some 
briefings at the Old Executive Office Building for 
Mr. Bowles. Do you recall the time frame for those 
briefings? 

A They were a matter of weeks before his 
confirmation. Each one of the program areas were 
called over to brief the administrator-designate on 
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their respective programs. 

Q So this would not have been the week of 
his confirmation? 

A I don’t believe so. I believe there was 
more time than that that transpired. 

Q And do you recall with respect to either 
at or about the time of the confirmation if that was 
done in person or on the phone? 

A The meeting between Mr. Foren and Mr. 

Bowles? 

Q Yes. 

A I cannot — I don’t believe it was in 
person. I believe it must have been something over 
the phone. 

I know, 1 do recall that Wayne told me 
that he spoke to Mr. Bowles on the phone, and we were 
supposed to take action on Capital Management. That 
was a phone conversation, and as I mentioned earlier, 
my recollection is that Mr. Bowles never came to the 
office building that we were in prior to his 
confirmation. And I only remember Mr. Foren going 
over on those two occasions when I was with him to 
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brief Mr. Bowles. 

Q In March 1993, were you present for a 
meeting with Mr. Foren and Mr. Hale? 

A Yes. 

Q Do you recall Mr. Hale talking about his 
relationship with Bill Clinton? 

A Yes. 

Q What did he say? 

A The word, the one thing I remember from 
that discussion was he kept saying, M We don’t do 
business like that in Arkansas." Mr. Hale - 1 can’t 
remember the exact words or particulars, but Mr. Hale 
was mentioning that there were individuals and 
businesses that were interested in providing capital 
to his investment company merely because they wanted 
to help Arkansas. And Mr. Hale was inferring that 
there was — he had some degree of influence with the 
former governor. 

As I recall, he told us that Mr. Clinton 
was very aware of the program, and thought it was 
valuable. 

Q Did he say anything else about Mr. Clinton 
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that you recall? 

A He made an inference to assisting the 
President, or the President-elect, in his campaign 
efforts. Presumably — I believe it was when he was 
running for governor. No one asked, and I’ve often 
thought about this afterwards: I did not ask, nor did 
anyone else present at the meeting ask, whether this 
was personal or whether this was through Capital 
Management. The assumption was that it was a 
personal rather than a Capital Management activity. 

Q When you say "this,” you mean? 

A Whatever the assistance was that he 
provided. I often rethought that, and thought that I 
should have asked more. 

Q And Hale didn’t volunteer the information? 

A No. I don’t know what the assistance was, 
merely that he had helped him in his campaigns for 
governor. 

Q Did he say anything else about his 
relationship with Clinton that you can recall? 

A You know, the guy was a namedropper. You 
know, he was trying to ingratiate himself with the 
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people he knew, and Little Rock is a little town, you 
know, kind of philosophy and attitude. That’s what 
he was going on at some length about. 

Q 1 know you’re saying he’s a namedropper, 
so I assume he dropped a number of other names. But 
we don’t need to go into those at this point. 

I do want to know, though, if you’ve 
exhausted your recollection about things Hale said 
about Bill Clinton at that meeting. 

A The things I remember him saying had to do 
with helping with his prior elections. And, you 
know, the idea of having influence with the 
President, and he could call the President or 
whatever. He could call the White House. He knows 
all these people. 

Q Did you take that as any type of threat? 

A I took it as blustering. 

Q I think the record reflects that his 
comments didn’t derail SBA’s investigation of CMS in 
any way. 

A No, not at all. 

(Pause.) 
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Q Now, on May 5, in addition to the 
conversation between Bowles and Foren, the Inspector 
General of the SBA also received a referral with 
respect to CMS. 

A We said that was a referral. I believe it 
was the same day. 

Q Do you know if Mr. Hale was notified of 
the fact that CMS had been referred to the Inspector 
General on that day? 

A I don’t remember if he was notified. I 
don’t remember. 

Q Do you not remember if he was notified at 
all, or just on that day? 

A I’m sure he was notified. I don’t — 

Q Why? 

A I just can’t imagine him not being 
notified. 1 don’t remember the paper, but this 
wasn’t something that was done in a vacuum. We 
referred it for investigation. The issue that was at 
hand — I mean, we told him we needed answers to 
these questions, and if he wasn’t forthright in 
providing us answers to the questions, we were going 
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to have to refer it. 

I would presume that after we did it, we 
would have told him. But I can’t tell you when and 
where. 

Q Was it typical for targets of potential 
investigations by the Inspector General to be 
informed by SBA that their case had been referred to 
the Inspector General’s office? 

A Well, that’s the only one that I’ve been 
involved in. So I don’t know whether "typical" is 
the right word. 

Q Were you involved in any way with the 
placing of CMS in receivership? 

(Pause.) 

A I normally chaired the meeting that 
resulted in a company being placed in receivership. 

Q Because the people in liquidation reported 
to you? 

A Yes. And normally, when we would place a 
company in receivership, we would have 
representatives from the operations side and 
representatives from the liquidation side, and Mark 
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Stevens or someone from the Office of General 
Counsel, and myself. And we would go through. 

I can’t remember the event of placing them 
-- "them" being Capital Management -- in 
receivership. But I expected that 1 was there. I 
can’t remember exactly when it was. I think it was, 
say, in June, July. 1 don’t remember when. It was 
sometime during the summer, and I was involved in all 
of those decisions at that time. 

So I expect I was. 

Q Even if you don’t recall the specific 
meeting, you do recall that CMS was placed in 
receivership? 

A Yes. 

Q And this would have been between the date 
of the referral to the Inspector General in early 
May, and the time when Mr. Hale was indicted in 
September? 

A I think it was. The indictment would not 
necessarily have been a factor. That’s what I meant. 

The indictment was irrelevant to whether or not the 
company was put in receivership. But I think it was 
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some time during the summer. 

Q Also at some point during that period, 
between the confirmation and Mr. Foren being 
reassigned, he mentioned to you that Mr. Bowles had 
told him about a meeting that Bowles had with 
McLarty. 

A Yes. 

Q Did he give you any details about the 
conversation he had with him? 

A As I recollect, his reference to this was 
that it was sort of at the close of another meeting 
that just kind of conveyed that he had spoken to the 
chief of staff about this, and the chief of staff had 
said to do what you normally do — whatever is normal 
in these circumstances, something like that. 

Q Just to be clear, you weren’t present 
during that? 

A I was not present. 

Q Did he tell you the way Bowles described 
the meeting with McLarty? Did he give details about 
that meeting? 

A I mean, just in general, the terms that I 
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just did. That would have been about the extent of 
the details. I can’t remember more detail. 

Q Do you recall him saying where they had 
this conversation? 

A My — as I recall it, he said they had 
dinner. Somehow it was in conjunction with dinner. 

But I don’t know when or who was present, or 
whatever. 

Q In any event, it wasn’t your sense that 
this was a meeting, like at the White House or 
something? 

A No. That wasn’t my sense. Similarly, my 
sense was - and although this was never said to me, 
it was something that was not the subject of whatever 
they were doing, you know. It was something that 
came up in a conversation. And it’s, "Oh, by the 
way." 

Q Sort of an aside? 

A Sort of a side issue that would have come 
up. At least, that was the sense that I had. 

Q Now, before this Bowles-McLarty meeting 
took place, or this conversation between Bowles and 
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McLarty was discussed with you, do you know if Mr. 

Foren had told Mr. Bowles about Mr. Hale’s comments 
about his friendship with Mr. Clinton? 

MR. IVEY: Off the record. 

(Discussion off the record.) 

MR. IVEY: Back on the record. 

(The reporter read the record as 
requested.) 

THE WITNESS: I believe that pertaining to 
Mr. Hale’s comments in our March meeting, I think it 
took place in March. If I’m correct, in our March 
meeting, I believe that Mr. Foren generally — not 
specifically, but generally — appraised Mr. Bowles 
of the reported relationship between Hale and the 
former governor. 

But again, that’s my sense. That’s my 
recollection. I was not present when he did. 

BY MR. IVEY: 

Q Why is this your sense? 

A As I think back to our discussions that we 
had during that time when we were talking about 
Capital Management and talking about David Hale, we 

38 

always tried to be careful, because we were concerned 
he might just as well run over to the White House and 
call somebody, or — by "careful,” I’m not saying we 
did anything that we wouldn’t otherwise have done. 

But we tried to make everybody aware of this guy’s 
purported contacts, so that nobody got blindsided. 

I do recollect that he was -- "he" being 
David Hale — was in frequent contact with his 
Senator. 

Q Bumpers? 

A Yes. 

Q Bumpers at the time was the chairman of 
the Small Business Committee? 

A Yes. But Mr. Bumpers didn’t exert any 
pressure. It was "So-and-so called." Come back 
through the staff and so-and-so called. "Are you 
responding to his concerns? Yes, we’re responding to 
his concerns." And there wasn’t any arm-twisting or 
anything like that. We’re just sensitive to the way 
this guy operated. 

Q All right. 

So there was concern about him going to 
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the White House. Did there come a time when you 
learned that David Hale actually had gone to the 
White House? 

A As I recall, after things were well down 
the road, I had heard that he had tried and tried to 
go to the White House, but they wouldn’t even talk to 
him, and couldn’t gain an audience. 

Q Do you know where you heard that from? 

A No. 

Q Do you recall media accounts about Mr. 

Hale’s public statements during this period? 

A I recall media accounts about his 
statements. I can’t recall when. Obviously, as 
things grew to fruition, 1 would read the highlights 
of what Mr. Hale was up to, but I can’t remember what 
I heard when, and what his accusations were. It kind 
of all runs together. 

Q Do you remember any of the specifics of 
his allegations? Were there any that concerned you 
specifically? 

A Concerned me? No. 

(Pause.) 
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Q Other than the briefings at the OEOB, were 
you ever present for any briefings of Mr. Bowles? 

A Yes. 

Q At what point? 

A I’m trying to remember. I can remember 
sitting in his office, and the general counsel - I 
imagine it was when we were talking about the 
regulatory changes we were making in the program, and 
how we were going to implement this new legislation 
that was creating the venture capital SBIC. 

I can remember on several occasions kind 
of sitting around the table in his office and going 
through some of these issues. 

Q So these were policy and legislative types 
of things? 

A Yes, policy -- how to implement the 
legislation, different things like that. I can 
remember those kinds of meetings. 

Q Did you see Mr. Foren testify in the House 
back last summer? 

A I was at work. I heard some of it on the 
radio. But as I recall, it went on seemingly 
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forever, and when I got home, I caught the tail end 
of it. But that’s all I saw. 

Q Would it be fair to say that you don’t 
know all of what he said? 

A No, I don’t. He seemed to be there, it 
seemed like eight or ten hours or something. But he 
didn’t say much. Whoever -- I can’t even remember; 
there were some RTC people, and I don’t know if it 
was GAO or some other people who were on the panel 
with him, and they certainly had the brunt of the 
discussions. 

Q Did he talk to you after? 

A Oh, sure. 

Q What did he say? Did he talk about any of 
the specifics or the substance of what he said? 

A The one thing we sort of joked about was, 

1 guess it was Representative Frank decided he wanted 
to ask him a question. And Wayne apparently left the 
table, and apparently Mr. Foren had left to go find 
his voice. He completely lost his voice the day 
before the hearing, and that joke that Barney Frank 
made is the one thing I remember we joked about. 
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MR. IVEY: I have no further questions at 
this time. 

MR. DINH: I just have a couple of more 
questions in light of your testimony. 

FURTHER EXAMINATION 

BY MR. DINH: 

Q So he talked with you after his House 
testimony? 

A "He" being Wayne? 

Q "He" being Wayne; I’m sorry. 

A Yes. 

Q Mr. Foren? 

A Yes. We talked. 

Q You see each other at church? 

A Yes. 

Q And as a matter of fact, you saw Mr. Foren 
yesterday at church. 

A Yes. 

Q And you said that you had a friendly 
social relationship with him, both during the time 
you worked together — and that carried forward to 
this day? 
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A Yes. 

Q And of course, you have worked together on 
CMS issues? 

A Yes. 

Q Was it out of the ordinary that Mr. Foren 
talked to you about his House testimony? 

A No. 

Q Likewise, was it out of the ordinary, 
given your relationship with Mr. Foren, that he had 
talked to you about the testimony, albeit generally, 
that he had been deposed by the Senate? 

A No. We are good friends. 

Q In that conversation when he and you 
talked about the fact that Mr. Foren had testified in 
a deposition here at the Senate Whitewater Committee 
-- during that conversation, you were the one who 
told him what you recollect as far as what the events 
were? 

A He asked me. He obviously did not want to 
talk. Okay, I would like to have talked to him about 
what he said, but he obviously didn’t want to talk. 

But it was, n What’s your recollection? 
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How do you remember this taking place?” And I told 
him what I remembered and how I remembered it taking 
place. 

Q When you say he did not want to talk, did 
you get a sense as to why he did not want to talk 
about it? 

A No. I mean, we didn’t get into any 
particulars. 

Q But other than confirming your 
recollection as far as the events surrounding the 
handling of the Capital Management, did he tell you 
what his independent, specific recollections were? 

A No. Wayne has far more detailed 
recollection of this, because during the time this 
was all going on — for some reason, he’s a pack rat. 

And he just kept a file on all the documents. And I 
didn’t have, you know, I don’t have hardly any 
documents. I don’t know that I have any documents 
relative to Capital Management and the things that 
went on. 

About the only thing I have are things 
like calendars and those kinds of personal things. I 
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don’t have detailed documents. 

Q But you said he had a far more detailed 
recollection. I just want to be clear. 

At this meeting, after he was deposed by 
the Senate, when you met at church the following 
Sunday, did he at any point provide you information 
with respect to the detailed recollection that you 
suppose he had? 

A No. We talked about this issue of the 
timing around May 5. We talked about that. 

Q And you said that he says, "That’s about 
the gist of what 1 would remember?" 

A Yes. 

Q But he did not provide the specifics of 
this recollection? 

A He had a letter. He talked to me at 
church after this, okay, like the week after or 
something like that. And then we saw each other at 
church again. Maybe it was that we talked in the 
morning, and then this was Sunday night that we saw 
each other again. And he was preparing a letter that 
talked about this, and he showed me this letter. 1 
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don’t have a copy of it. I don’t know who he’s 
entrusted it to. I suppose it was to one of you two. 

That’s all I can recall. 

Q Did he ask you to make any changes to this 
letter? 

A I think this is when we talked about Pam 
Madaris. I think I mentioned Pam Madaris was the 
name of the person who was Erskine’s confidential 
assistant. I think that was it. 

Q Do you think she has information that may 
shed light on this issue? 

A Pam? 

Q Yes. 

A I don’t know. 1 only met her a few times. 

She was a conduit that everything went through, as 
was the other person that everything sort of went 
through to go to Erskine was the Congressional- 
legislative liaison person, Chris Wadine; that was 
her name. They were kind of - l don’t think Pam 
Madaris was on the scene until after he was 
confirmed. I believe that Pam came after his 
confirmation. 
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But I don’t know. 

Q Going back now to the specifics of the May 
5 through May 7 era that we have focused upon, you 
mentioned earlier that you may have seen a fact sheet 
that Mr. Foren and you prepared for Mr. Bowles. 

I am going to show you an exhibit that is, 
unfortunately, not Bates-stamped, but that I will 
asked be entered as Exhibit CS number 1. The title 
of it is "Undated: Capital Management Services, Inc., 

Little Rock, Arkansas, License Number 06/06-5207," 
and ask you to study that. 

(Exhibit CS-1 identified.) 

(Document handed to witness.) 

BY MR. DINH: 

Q Have you seen this exhibit before? 

A This is the form of a fact sheet that we 
would normally fill out. 

Q But have you seen this specific fact sheet 
before? 

A I don’t remember. 

Q But it’s consistent with a fact sheet that 
you would use to brief? 
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A That’s correct. It’s the same form that 
we would have used to brief anybody on any one of 
several companies that were in receivership or having 
problems one way or another. 

Q With respect to the specific days involved 
- and I know you don’t remember the precise date, 
nor do we have any precise dates, but I just want to 
make sure we’re on the same page as far as what 
exactly the series or sequence of events are — 
before Mr. Bowles was confirmed, Mr. Foren told you 
that Mr. Bowles instructed that Capital Management be 
referred to the SBA IG? 

A That’s correct. 

Q After he was confirmed, Mr. Foren told you 
that Mr. Bowles had pulled him aside after a meeting 
and told him that he had talked to Mac McLarty at the 
White House, and Mr. McLarty’s instruction was to 
handle it as you would any other case? 

A Correct. 

Q Or something to that effect. 

Now, Mr. Bowles, you testified earlier, 
was not in the SBA building as a general rule before 
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he was confirmed? 

A That’s correct. 

Q And he, of course, was in the SBA building 
after he was confirmed? 

A Obviously. 

Q And to the best of your knowledge, the 
meeting after which Mr, Bowles pulled Mr. Foren aside 
to tell him this fact about Mr. McLarty was at the 
SBA building? 

A Yes. 

Q So is it a fair assumption to say that 
this meeting after which Mr. Bowles told Mr. Foren 
about Mr. McLarty’s conversation with him previously 
occurred after Mr. Bowles’s confirmation? 

A Yes. 

Q And sometime thereafter, but during that 
summer, Mr. Foren relayed this information to you? 

A That’s correct. 

Q You had testified earlier that you knew 
that Mr. Hale had frequent contact with his Senator. 

A I say frequent. He had contacts with. 

Q He had contacts with. How did you come 
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to this knowledge that he had frequent contacts with 
his Senator? 

A Well, I recall him telling us that he 
called Dale Bumpers at different times. And I also 
recall — and I can’t tell you, again, the time or 
place — but I recall during one of the meetings when 
we would go up and brief John Ball, who was the then- 
head, chief of staff of the Small Business, on where 
we stood on either the specialized SBIC buyback or 
the regulations that we were trying to develop to get 
published implementing the new legislation, that 
Wayne told them that there were some serious problems 
regarding Mr. Hale, and that they would be wise to 
distance themselves from Mr. Hale. 

Q Did Mr. Ball at that time acknowledge that 
they in fact had been in contact with Mr. Hale? 

A I think they indicated that Mr. Hale had 
called them. 

Q So this was not just an idle boast that 
Hale had, that I have contacts with Bumpers, but in 
fact - 

A As 1 recall, somebody at the meeting — 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7663 


51 

maybe it was John Ball, maybe it was Patty Force, 
maybe it was somebody else who was there — again, 
this idea that Little Rock is not a big town, and 
that he would run into Judge Hale when he was in town 
at the barbershop or wherever; they would run into 
each other. 

Q Based on that, that was your basis for 
knowledge that Hale indeed had access to at least the 
staff at Senator Bumpers’ office? 

A Yes. 

Q Going back to specifically the March 1993 
meeting in which you testified earlier he had made 
some comments regarding then-President Clinton, or 
former Governor Clinton, did he also mention then- 
sitting Governor Jim Guy Tucker? 

A Not that I recall. I recall Jim Guy 
Tucker becoming involved once this thing started to 
become involved and we got into the receivership and 
actually had the records. We could see Jim Guy 
Tucker, as 1 recall; he was involved once they 
started to delve into the receivership documents. 

Q By "involved,” did he propose a meeting 
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with you? 

A No, no, no. I meant in the history of 
Capital Management. He had been involved with 
Capital Management during its time as an active 
specialized small business investment company. 

Q So when you said he became involved, you 
meant that you became aware of his involvement in the 
case? 

A Correct. 

Q With respect to the comments about 
President Clinton specifically, you had the 
impression that it was one of the gubernatorial 
campaigns that Mr. Hale was referring to when he said 
that he had ’’helped out” President Clinton? 

A Yes, I did. 

Q Do you recall the approximate time frame 
of the gubernatorial campaign? 

A No. My recollection is that it was one of 
the relatively early gubernatorial campaigns, but I 
couldn’t hazard a guess which one at this time. 

Q It was one of the earlier ones? What gave 
you that impression? 
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A You know, I don’t know. I don’t remember. 
Maybe it was when he was just starting or something 
like that. I don’t remember the comment that Hale 
made that led to that conclusion. 

Q And based on this information, you 
testified earlier that you were — "careful," I think 
was your word — in handling this case, knowing that 
there was potential that he might well run over to 
the White House. 

A Remember, this guy was a sitting judge in 
Arkansas. I mean, you know, when we talked to him, 
we called him Judge Hale, you know. He was obviously 
a person who was well-known in Arkansas. 

Q And this caution on your part — and by 
"caution" I just mean simply as a procedural matter, 
not in any substantive handling of the case — but 
this caution developed after the March 1993 meeting? 

A No. It was before that. 

Q Simply because of his position as a judge 
in Arkansas? 

A Yes, always had been very sensitive of him 
because of his position in Arkansas. 
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Q But after his revelations or allegations 
regarding specific contacts with and ties to 
President Clinton, then your caution was more 
directed toward the White House? 

A Not really. It was just an ounce of 
prevention is worth a pound of cure. You know, be 
careful when you’re dealing with a snake, lest you 
get struck. 

I didn’t mean to degrade his good name by 
referring to him as a snake. 

(Laughter.) 

THE WITNESS: But he was by definition a 
person to be careful with. 

BY MR. DINH: 

Q And based on this estimation of him is 
what you presumed Mr. Foren told Mr. Bowles regarding 
Mr. Hale’s alleged ties to Mr. Clinton? 

A 1 presume so. 

Q Because that would be a relevant part of 
the handling of this case? 

A Yes. You need to be sensitive to that. 

Q Just as one needs to be sensitive of the 
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facts in the summary of the case? 

A That’s right. 

Q This is one of those areas that impinge 
upon the case? 

A Correct. 

Q I know you testified earlier that you 
should have asked the question whether Mr. Hale 
assisted the President-elect in campaign efforts in a 
personal or a Capital Management Services-related 
posture. 

Have you come to any subsequent knowledge 
as to what posture he assisted? 

A No, only the allegations that I’ve read in 
the newspaper after he was indicted and was trying to 
strike a deal with the special counsel, things 1 read 
in the newspaper. I’ve not talked to him at all. 

Q Let me just make absolutely clear. 

Prior to my call to you this morning, did 
you have any knowledge that you were going to be 
deposed by this Committee? 

A None. 

Q Either prior to or after my call this 
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morning, prior to coming to this deposition, did you 
have any discussion as to the specifics of your 
testimony that you would give here at this 
deposition? 

A I notified my supervisor that I had been 
called, and notified our Congressional liaison office 
that I had been called to come up and give 
deposition, and notified the Office of General 
Counsel. That was the hardest people to notify, and 
in fact, it was from them — for some reason there 
was a mixup in getting the fax that you sent me. And 
it was Mark Stevens who gave me the fax that you had 
sent to me and cc’d to him. 

Then, after I came back to my office, just 
as I called you back, I found the fax in my office. 

Q Did any of these people tell you what to 
say or ask you about your testimony here today? 

A No. 

Q Did anybody else other than these people 
tell you what to say, or talk to you about your 
testimony? 

A No. 
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Q Did you have any discussions with Mr. 

Foren about the testimony here today? 

A No. He doesn’t know I’m here, been here, 
or whatever. 

Q Nor does he know any specifics or 
substance of your testimony here before this 
Committee? 

A No. I don’t know how he could. 

MR. IVEY: He’s got a bug under the table. 

(Laughter.) 

THE WITNESS: Unless you guys told him. 

(Pause.) 

BY MR. DINH: 

Q Do you remember where in the Old Executive 
Office Building you briefed Mr. Bowles? 

A It was a tiny ~ all I remember, it was a 
tiny little office. 

Q You don’t remember whose office it was? 

A No. 

Q It was not in a conference room? 

A I remember it being in this little office. 

It was about twice the size of this table. There was 
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room for a chair, a desk and three or four chairs, 
and they were all filled, and there was no room - or 
just a little room. I don’t remember whose it was. 

Q However big it was, I’m sure it’s larger 
than our room upstairs or downstairs. 

A It was very small. 

Q Do you remember if anyone else at the 
White House was there? 

A No. The only people that were there were 
Chris Wadine, who was the transition team, I guess; 
and Erskine Bowles and Wayne and I, and Jan Wolfe, 
who was the Acting Deputy Associate Administrator for 
Finance, Investment and Procurement, who was also I 
believe in the first meeting. I don’t think she was 
in the second one. 

Q During this period, between May of 1993 
until your reassignment in November 1993, did you 
have any discussions with Martin Teckler about 
Capital Management? 

A Well, I’m sure we did, because I think it 
was during that time frame when they were referred to 
the IG for investigation. It was during that time 
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frame when we put them into receivership. I can’t 
remember who. 

I testified earlier I do not remember the 
particular receivership meeting when Capital 
Management went into receivership. Martin Teckler 
could have been there. Mark Stevens could have been 
there. One of Mark’s staff attorneys could have been 
there. I don’t remember. 

Q I know I asked you this question generally 
before, but let me just focus this. 

Do you remember any sentiment expressed by 
Mr. Teckler or a member of his staff about any 
sentiments that they may have had from the White 
House respecting the characterization of this case, 
or concerning the handling of this case? 

A No, I can’t remember that. 

(Pause.) 

Q Do you know who Arnold Hawkins is? 

A No. Doesn’t ring a bell. Arnold Hawkins? 

Uh-uh, no. 

MR. DINH: I have nothing further. 

MR. IVEY: Let me ask a couple of quick 
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follow-up questions about the letter that you 
mentioned Mr. Foren showed you. 

FURTHER EXAMINATION 

BY MR. IVEY: 

Q Did you know what the purpose of the 
letter was? 

A My understanding of the purpose of the 
letter was to clarify questions that he had in his 
mind about what transpired on or about the 5th of 
May. 

Q Do you know what prompted him to write the 
letter? 

A My presumption was the meeting he had with 
you guys, his testimony; the meeting he had with you 
guys. 

Q Did you read the letter? 

A Yeah. 

Q And then did you discuss it with Mr. Foren 
after reading it? 

A I remember after reading the letter saying 
that this person’s name was Pam Madaris. 

Q There was a blank there? 
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A There was a blank that was in there. I 
said I think her name was Pam Madaris. 

Q Had you talked ~ on trying to recall your 
testimony, had you talked the week before you saw the 
letter to - 

A I’m not sure. I’m thinking that it might 
have been the same day; that I talked to him in the 
morning, and then talked to him again in the evening. 

You know, I would have seen him at 10:00 o’clock in 
the morning or 10:30 or 10:00 o’clock when we went to 
church, and then in the evening after we had talked. 

In the evening, as I recall, is when I saw that 
letter. 

Q Did you two meet again, or did you come 
back again? 

A At church in the evening, that’s what I 
meant. We went to church at 9:45 and then at 6:00 
o’clock at night. And I think he showed me the 
letter that same evening. 

Q So you went to church twice that day? 

A Yes. 

Q Or did you stay the whole day? 
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A No, twice that day, which is the norm on 
Sunday. 

Q So you went in the morning, left like 
noontime or something? 

A Yes. 

Q And then when you came back at 6:00, you 
saw him again and you looked at the letter? 

A Yes. That’s when I saw the letter, as I 
recall. I’m thinking it was the same day. It could 
have been a week intervening, but I tend to think it 
was the same day. 

MR. IVEY: I have nothing further. 

FURTHER EXAMINATION 

BY MR. DINH: 

Q I just have two more quick questions about 
that specific topic. 

You said earlier that in the morning you 
had talked, and then actually the name of Pat Madaris 
came up specifically in that conversation with 
respect to who that person was who was the person 
that was the confidential secretary for Mr. Bowles? 

A Yes. 
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Q And you said that this is the norm on 
Sundays: that you go to church twice, once in the 
morning and once in the evening? 

A Right. 

Q It was not an unscheduled or a scheduled 
visit, or something like that? 

A Right. 

Q That he made specifically for the purpose 
of showing you this letter? 

A No. 

Q As a matter of fact, in the letter, you 
offered the name of Pam Madaris again. 

A I said, "This woman’s name is Madaris; Pam 
Madaris." 

Q Did it strike in your mind as odd that Mr. 

Foren may have showed you this letter in light of 
your conversation earlier about this subject, and 
about Ms. Madaris in particular? 

A No. 

MR. DINH: I have nothing further. 

MR. IVEY: Thank you for your time. 

(Whereupon, at 8:05 p.m., the taking of 
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the instant deposition ceased.) 


CHARLES E. SHEPPERSON 
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CAPITAL MANAGEMENT SERVICES, INC. 
LITTL£--R^K-7---ARKANSAS 
^License No. 06/06-5^07 

/ \ 


SUMMARY : , x \ > 

/ \ 
o Non-cash assets^were contributed to CMS x as a capital 
contribution that were represented to be free and clear 
/ of liens and encumbrances. It is questionable as to 
whether this representation was correct. CMS\ attempted 
to obtain leverage from SBA based on this increase in 
capital . 

/ \ \ 

o. Licensee transferred certain assets to an associate in 
exchange for stock which was represented ^:o ',be non- 
restricted stock listed on NASDAQ. The s^ock is 
I restricted and not listed on NASDAQ. The value of this 
stock is questionable. 


We have attempted to obtain the source of the donated 
assets without success. Therefore, the matter has been 
referred to the Inspector General for investigation. 


BACKGROUND : 


/ 


\ 


CMS\ is a Specialized SBIC that was licensed on 3/14/79 
and \it has $1.4 million in private^ capital \and $3.4 
mill ion in SBA leverage. ^ ^ N 


In •Tone 1992, Licensee initiated two non-cash 
transactions with an associate (Central Arkansas 
Community Development Corporation) which were not 
consummated until September 1992: 


It accepted a pool certificate backed by medical 
receivables valued at $11.5 million and National 
Building Supply (NBS) stock valued at $2.3 million 
as a contribution of non-cash assets which was 
— represented as an increase in private capital. 

i 1 . w 

Licensee received NBS stock valued aty $2.5 million 
for certain assets held by the Licensee which were 
reported by the Licensee to be of c omparable value. 

o In October 1992, Licensee applied for $6 Million of 
leverage in the form of preferred stock based on the 
capital increase consummated in September 1992 \ 

o On December 8, 1992, Licensee: 

Was reminded that, as a matter of policy, SBA does 
not leverage capital contributed in the form of 
non- cash assets until such assets are converted to 
cash. 
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Was advised that an examination of the Licensee’s 
operations^wonTd he — needed before any leverage 
could-^be provided. 


/Was advised than approval of disposition of assets 
to an associate would be conditioned on the 
Licensee converging, the NBS stock intto $2.5 million 
of cash within 120 daysT^" \ 


Was advised that the $6 hnillionX leverage 
/application was being returned. \ \ 


On December 9, 1992, SBA agreed to accept a $1.4 million 
leverage application based on the licensee's 
representation that: \ 1 

- the medical receivables were free an \ x ear of 
liens and encumbrances and , j 


the licensee would dispose of the NBS stock 
received in exchange for Licensee assets/ within 120 
days . / / 


On March 11, 1993, the Examination report orv the/ Licensee 
was issued. Among other things, the examiner was not 
able to determine the source of the donated assets. The 
examiner reported that there was a reluctance ori the part 
ot the Licensee's management to disclose any information 
concerning the source of the donated assets. 


/ 


On March 26, 1993, an examination letter was sent 
advising the Licensee of the results of the examination 
and stating that the leverage application would not be 
processed until the regulatory matters were resolved. 
The letter also provided the Licensee another opportunity 
to explain the source of the non-cash assets. 


On April 23, 1993, SBA received the Licensee's response 
to the Examination letter. Answers to questions 
concerning donated assets were r.zt provided. Instead, 
the Licensee stated that they would x reverse the 
transactions and that no explanation should\be necessary. 

I \ 

On, -May 5, L9 9 matter, was ref erred-to the Office of 

Inspector General for investigation with the expectation 
that the source of the contributed assetk will be 
identified. Licensee was advised that they \ were not 
responsive to the examination letter and that th e matter 
had been referred to the Inspector General. 


DEPOSITION OF MARTIN D. TECKLER 
IN RE: S. RES. 120 


FRIDAY, NOVEMBER 17, 1995 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC . 

Deposition of MARTIN D. TECKLER, called for exami- 
nation pursuant to notice of deposition, at 10:00 a.m. in Room 534 of 
the Dirksen Senate Office Building, before PATRICIA A. ZUBER, 
a Notary Public within and for the District of Columbia, when were 
present: 


LOUIS J. GICALE, Esq. 

Majority Deputy Special Counsel 
GLENN F. IVEY, Esq. 

Minority Counsel 
U.S. Senate 

Committee on Banking, Housing, and Urban Affairs 
534 Dirksen Building 
Washington, DC 20510 
On behalf of the Committee. 
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PROCEEDINGS 

Whereupon, 

MARTIN D. TECKLER 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name. 

A Martin Teckler, T-e-c-k-l-e-r. 


Q And your present business address? 

A 409 3rd Street, Southwest, Suite 7200, 
Washington, D.C. 

Q And your business phone number? 

A 202-205-6642. 

Q Mr. Teckler, this deposition is being 
conducted pursuant to Senate Resolution 120. The 
resolution establishes a special committee 
administered by the Banking Committee to conduct an 
investigation involving Whitewater Development 
Corporation, Madison Guaranty Savings & Loan 


1 Association, Capital Management Services, 

2 Incorporated, the Arkansas Development Finance 

3 Authority and other related matters. 

4 Section l(b)2(b) and 3 — first of all, 

5 let’s go through l(b)2(b), states the purposes of the 

6 special committee are to conduct an investigation and 

7 public hearings into and study of the following 

8 matters developed during - arising out of the 

9 investigation and public hearings concluded by the 

10 Committee on Banking, Housing and Urban Affairs prior 

1 1 to the adoption of this resolution. 

12 B, whether the White House has engaged in 

13 improper contacts with any other agency or department 

14 in the government with regard to confidential RTC 

15 information relating to Madison Guaranty Savings & 

16 Loan Association or Whitewater Development 

17 Corporation. 

18 C, whether the Department of Justice has 

19 improperly handled RTC criminal referrals relating to 

20 Madison Guaranty Savings & Loan Association or 

21 Whitewater Development Corporation. 

22 And then section 3(e), section states to 
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conduct an investigation and public hearings into and 
study of all matters that may have any tendency to 
reveal the full facts about E, the sources of funding 
and the lending practices of Capital Management 
Services, Inc. and its supervision and regulation by 
the Small Business Administration, including any 
alleged diversion of funds to Whitewater Development 
Corporation. These areas will be the focus of 
today’s deposition. 

This deposition is being taken in advance 
of a public hearing which will continue on later in 
November. It is possible that you may testify. We 
will be asking you a series of questions. You 
obviously are testifying under oath. If you don’t 
understand a question, let us know, we will rephrase 
it. The stenographer will prepare a record of 
questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings. 

Prior to the hearings, you will receive a 
letter from the Committee telling you that you may 
come to the Senate to review the transcript of your 

6 

deposition and make note of any corrections for 
transcription on an errata sheet. You may be 
represented by counsel. And I note today you’re here 
without counsel. Objections to the form of questions 
will be noted for the record. Counsel may object on 
grounds of privilege or relevance. The Committee 
Chairman may rule on objections where the witness 
refuses to answer a question. 

Do you have any questions at this point? 

A No, I don’t. 

Q Could you please tell us what your present 
position is? 

A I’m the deputy general counsel of the Small 
Business Administration. 

Q And how long have you been in that 
position? 

A Since 1984. 

Q And what are your duties as deputy general 
counsel? 

A I have general responsibility as the second 
attorney in the agency, second-ranking attorney in 
the agency for the overall management of the agency’s 
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legal program and the attorneys that are employed by 
the agency. 1 am the subordinate of the general 
counsel in that regard. He’s the first ranking legal 
official in the agency. 

I have particular responsibility in the 
area of financial law, advising our financial law 
programs. I’m also the agency’s designated ethics 
officer and I am also the legislative counsel for the 
agency and deal with the Senate and House of 
Representatives and the Office of Management and 
Budget and the White House in that regard with 
respect to legislative matters that affect the 
agency. 

Q You’re a career government employee? 

A Yes, I am. 

Q During the period 1984 to 1995, have you 
also served as acting general counsel? 

A Yes, I have. 

Q Do you recall which periods of time? 

A On numerous occasions, and 1 don’t mean to 
be evasive, but in every instance when there is no 
general counsel, either appointed or on the premises, 

8 

I am acting general counsel. So in transitions, for 
example, when the general counsels change with 
administrations, I’ve been acting general counsel. 

Also, when there’s an absence due to health or when 
there’s an absence due to travel or when there’s an 
absence due to any other employment related 
responsibility, I am acting general counsel. 

Q Were you acting general counsel in 1993? 

A For a period of time, yes. 

Q Do you recall which period of time? 

A I believe I was acting general counsel in 
1993 certainly from the time of resignation of 
Michael Wyatt, who was the general counsel serving 
under the Republican administration until the 
appointment of John Spotila, who was appointed and 
became general counsel, I believe, on September 16th, 

1993. I can’t give you the specific date of Mike 
Wyatt’s departure. I believe it was in early 1993 
though in January. So I would have been acting from 
that time forward. We can supply that information, 
the specific information for the record, though. 

Q Was there anyone that came in subsequent to 
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Wyatt but before you assumed responsibility as 
acting? 

A No. 

Q General counsel? 

A No. 

Q Now prior to coming to the SBA in 1984, 
what did you do? 

A I came to the SBA prior to 1984. I 
actually came to the SBA in 1973 out of law school. 

I was a trial attorney at the SBA for almost three 
years from 1973 to 1976. I believe 1 came in March 
of 1973 and departed SBA in March of 1976 for a 
period of two plus years where I was in private 
practice here in Washington. Returned to the SBA in 
1978 as legislative counsel and have been with the 
SBA ever since in various capacities. 

Q Now, are you aware, Mr. Teckler, of the 
Committee’s request for documents, the request that 
was made to your agency for documents responsive? 

A The recent request? 

Q Yes. 

A Yes, 1 am. 

10 

Q And did you review your own records to 
determine whether or not you had records that would 
be responsive to the Committee’s request? 

A I assisted in the review. Mark Stephens, 
who handled the document presentation, was the main 
preparer of the records and provider of the records 
in that regard. 

Q And are you aware of whether or not all the 
records that you believe are responsive to the 
request have been supplied to the Committee? 

A Yes. I would agree to that. 

Q Have you talked to anybody about the 
substance of your deposition testimony today prior to 
coming here? 

A Generally discussed with Mr. Stephens and 
Mr. Spotila and other people in our office in 
preparation, trying to get information in terms of 
dates and chronology of events which I anticipate 
might be the subject of your inquiry. 

Q Which dates and events did you discuss with 
Spotila and Stephens? 

A Just generally the chronology of events 
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11 

surrounding the matter in 1993 so that 1 would be 
able to refresh my recollection of those matters. 

Q Did you have any detailed discussion with 
respect to any of those events? 

A No, not detailed at all. Just trying to 
place things in chronological order. 

Q Was there a chronology that you were 
referring to when you — 

A No, just my own memory and chronology, in 
my own mind, of events. 

Q Now, when do you recall first becoming 
involved in the David Hale matter in 1993? 

A Well, actually I remember the matter 
arising in late 1992. It’s my recollection that in 
late 1992 in my capacity as adviser to the SBIC 
program or an SSBIC program, 1 was made aware of an 
application for leverage by Mr. Hale on behalf of 
Capital Management Services which was supported by an 
infusion of capital into the — capital which related 
to the supplying of — to the company of some medical 
receivables. And we were curious about exactly what 
the nature of that, of those medical receivables 

12 

were. In my capacity as adviser to the program, I 
would have normally been involved in those types of 
things. 

Q And just to clarify that, in that capacity, 
how involved would you be in an application like 
that? 

A Normally not deeply involved. The program 
administrators would handle the application, but if 
they had questions as to interpretations of 
regulations, interpretations of procedures from a 
legal standpoint, they would consult the general 
counsel’s office and my staff in my capacity as 
adviser to that program would be the responsive party 
in that regard. So we would be involved in that 
respect. 

Q Was there some requirement to brief you on 
a weekly or a monthly basis? 

A No. 

Q On the progress of a request like that? 

A No, it would be a case-by-case ~ it would 
be a case issue. And we’d be involved in it as 
advisers to the program in that regard. Not in my 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7680 


13 

capacity as deputy general counsel. As an official 
of the agency, I wear a lot of hats. Unfortunately 
it’s difficult for people who are not in the agency 
to understand it. Someone can fulfill a lot of 
responsibilities. I have a lot of responsibilities, 
one of which is to this program, one of which is 
deputy general counsel. In this case, it was the 
program responsibility rather than the deputy general 
counsel responsibility. I just happened to be 
occupying both roles. 

Q So it was in -- the program hat that you 
were wearing at the time that you received — 

A That I was involved with the review of that 
particular situation. 

Q Now, who informed you that Mr. Hale had 
made this application? 

A It would have been Mr. Foren, Wayne Foren, 
who was the head of the program or someone in his 
direct chain of command, I suppose, and I suspect it 
was Mr. Foren. My recollection is not specific on 
that point but it would be appropriate for him to be 
the one to contact me as the head of the program. 

14 

Q Did he notify you at that point because he 
had a concern or was it for some other — 

A Yes, he raised a concern. 

Q What was the concern that he raised? 

A About the validity of the capital infusion 
and the appropriateness of granting leverage under 
those circumstances. 

Q Did you give any advice as to what steps 
the agency should take with respect to investigating 
this request? 

A Yes, we were involved in discussing the 
matter with Mr. Foren who eventually, as I understand 
it, as I recall, would have normally had discussions 
with any applicant for leverage. And I believe he 
had discussions with Mr. Hale in this regard and we 
advised him to flesh out the matter further from our 
perspective to assure himself that the capital 
infusion was legitimate before we would properly 
consider the leverage application which would be very 
normal. We would do that in any case where we had a 
concern. And there was some concern raised by the 
program people to us and we advised to be cautious in 
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this case. 

Q Were you aware of the fact that Mr. Foren 
had a meeting with Mr. Hale in early 1993? 

A I’m not sure that I was contemporaneously 
aware, but in going through papers that were 
available to me, I made myself aware of that fact and 
I’m aware of that fact now. 

Q Did Mr. — were you — you were not — 

A No, I wasn’t. 

Q You weren’t at the meeting then? 

A No, I wasn’t. I have never met Mr. Hale. 

I’ve never seen Mr. Hale. 

Q Do you know who was at the meeting? 

A I do not. It would not have been unusual 
for Mr. Foren to be at a meeting with his deputy who 
was Mr. Shepperson at that time, perhaps other 
members of his staff who would have been responsible 
for assessing the leverage application. A leverage 
application is a normal function of that program, but 
the circumstances in this case suggested that we need 
to gather additional information. 

Q Well, at some time subsequent you received 

16 

some information about the meeting. Do you know how 
long after the meeting occurred you received some 
information about the meeting? 

A I was generally aware of the substance of 
the meeting probably almost immediately afterwards. 
Certainly in 1993 1 was aware of the substance of the 
meeting as we continued to discuss this matter and 
develop a strategy within the agency for dealing with 
it. It’s not abnormal for the program people and for 
the general counsel’s office, my office in 
particular, again, this financial function, to 
counsel with each other and discuss the facts of a 
particular matter and this was a particular matter 
which we were developing an agency strategy for 
dealing with. 

Q What were you told Mr. Foren said to 
Mr. Hale and what — 

A No specifics in regard to the conversation 
that they might have had. It was more I had the 
conversation with Mr. Hale, I’m still suspicious, 
what should we do. 

Q Did Mr. Foren indicate that Mr. Hale 
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17 

mentioned in the meeting a relationship he had with 
Mr. Tucker and Mr. Clinton? 

A Not to me. 

Q Did he relate any other details of the 
meeting other than the fact that ~ 

A No, I think that the general feeling that I 
had as a result of discussing that meeting with 
Mr. Foren was that there was some suspicions on the 
part of Mr. Foren as the head of the program that had 
not been allayed by the meeting as to the legitimacy 
of the capital infusion and that we should be 
cautious about it and take additional actions to 
satisfy ourselves that the capital infusion was 
legitimate before we would grant a new leverage. 

Q What steps did you agree to take to satisfy 
yourselves as an agency that capital infusion was 
proper? 

A As with any leverage application of any 
SBIC or SSBIC, which Capital Management was, we 
requested that there would be an examination of the 
activities of the company, current examination which 
is an ordinary function of our staff to satisfy 

18 

ourselves that the company was in regulatory 
compliance and in this case that the capital infusion 
was legitimate, would have been one of the issues 
that would have been looked at in that exam before we 
would agree to make. And I believe he was asking for 
$6 million before we would agree to make $6 million 
available to this company or any other company. 

Q Do you recall who conducted the 
examination? 

A It would have been conducted by the 
examination staff. I do not know the examiner by 
name. 

Q Do you recall subsequently discussing the 
results of the examination with Mr. Foren or somebody 
from the examination staff? 

A Not with the examination staff but with 
Mr. Foren generally, yes, as events continued to 
occur with respect to that. 

Q What were the results of that examination? 

A Generally, it was unfavorable in some 
regards to the activities of the company. There was 
no substantiation, as 1 recall, of the capital 
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19 

1 infusion at that point. And it further heightened 

2 our concerns and our position that we would not make 

3 leverage certainly available under those 

4 circumstances, and we eventually, because of our 

5 concern over the representations made with respect to 

6 the infusion of capital, referred the matter to our 

7 Inspector General for investigation which is 

8 different than examination. 

9 Examination is an ordinary function, a 

10 program administration investigation is when there is 

11 a suspicion that there might be misrepresentation, 

12 for example, to the agency of a criminal nature. We 

13 would seek our Inspector General’s investigation of 

14 that matter so that we can know whether a criminal 

15 referral to the Department of Justice of a matter 

16 would be appropriate. And that’s what we did. We 

17 asked the Inspector General to investigate. 

18 Q Were you consulted in the determination? 

19 A Yes. 

20 Q To refer this matter to the Inspector 

21 General? 

22 A Yes, I was. 

20 ~" 

1 Q By Mr. Foren? 

2 A Yes, in the appropriate normal fashion. We 

3 would have been a participant in any such 

4 determination to refer a matter to our Inspector 

5 General. 

6 Q You were notified by Foren that he wanted 

7 to refer this to the Inspector General? 

8 A Not only that, we actively participated in 

9 the suggestion that it be referred to the Inspector 

10 General for investigation. It would be a normal 

1 1 function for the program people and the counselors, 

12 legal counselors, in this case my office, to involve 

13 a decision of that nature. 

14 Q When you say "we," I understand you are 

15 talking about your office, but was there another 

16 particular attorney in your program office? 

17 A Mr. Stephens would have been involved 

18 normally, and I think in this case there’s another 

19 attorney in my office involved in cases of this 

20 nature, but I don’t think he played a significant 

21 role in this determination. I was responsible for 

22 the legal involvement from my office’s standpoint and 
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1 would have been the one who was involved and 1 was 
involved in recommending that the matter be referred 
to our Inspector General. And I believe that was 
done on in May, 1 know, I think it was May 15th of 
1993, if I’m not mistaken. You may want to verify 
that date. 

Q You’re sure it wasn’t May 5th, 1993? 

A You may have the document. I don’t have it 
in front of me. The date would be indicated on the 
document. I believe it was May 15th, but I may be 
mistaken on the date. We can verify that. That’s an 
easily verifiable fact. 

MR. GICALE: Can we go off the record for a 

second. 

(Discussion of the record.) 

BY MR. GICALE: 

Q Mr. Teckler, back on the record, I’ll 
represent to you that we do have a memo dated May 
5th, 1993 which is the date -- 

A I accept that. 

Q - from the SBA that this matter was 
referred to the Inspector General. 

22 

A I accept that as accurate. I’m working 
from memory as opposed to the actual document. 

Q Do you know whether prior to referring the 
matter to the Inspector General, whether or not 
Mr. Hale requested that his application be returned 
or rescinded? 

A I do not know that. I was not privy to any 
discussion of that nature. That would have been a 
normal -- or not normal certainly, but that would 
have been something that the program normally would 
have responded to or discussed with Mr. Hale. We 
don’t review the leverage applications except from 
the legal standpoint, so 1 do not know. 1 do not 
know that that occurred. 

Q Or withdraw. Do you know whether or not -- 

A I do not - 

Q — Mr. Foren indicated that Mr. Hale wanted 
to withdraw his application after the scrutiny — 

A I do not have a recollection of that, an 
independent recollection of that. 

Q Now, do you recall that Mr. Bowles was 
confirmed on May 6th, 1993? 
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1 A I know that he was confirmed in May, and I 

2 do not — that’s a matter of record. Whatever the 

3 date is is clearly a matter of record. 

4 Q Do you know whether or not you discussed 

5 the referral of this matter to the Inspector General 

6 with Mr. Bowles prior to it going to the Inspector 

7 General’s office? 

8 A I do not believe that I discussed it with 

9 him at all in that regard. 

10 Q Do you know whether or not anyone in your 

1 1 agency discussed it with Mr. Bowles? 

12 A I do not know that. 

13 Q Did anyone tell you that they had notified 

14 Mr. Bowles prior to the referral of this to the 

15 Inspector General? 

16 A No, not to my recollection. 

17 Q After Mr. Bowles came to the agency, was 

18 confirmed, did you have discussions with him with 

19 respect to this referral? 

20 A I wouldn’t say with respect to the 

21 referral. I was at that time acting general counsel, 

22 and the referral had been made prior to his coming to 


1 the agency, if the chronology is correct. And I 

2 would have had discussions with him about the case in 

3 general, about the matter in general, but they were 

4 very few and he advised me to proceed with the case 

5 as I would normally proceed with any case under my 

6 responsibility, and that I should do whatever was 

7 necessary to pursue the case from the agency’s 

8 standpoint and without any further involvement from 

9 him. 

10 MR. IVEY: Just a second. Could you read 

1 1 back the question, please. 

12 (The reporter read the record as requested.) 

13 BY MR. GICALE: 

14 Q How soon after he was confirmed did you 

15 have these discussions with him about the matter, the 

16 Hale matter? 

17 A I cannot recall specifically. Early in his 

18 administratorship, I would have discussed with him 

19 what was going on in the general counsel’s office in 

20 general, and this was one of the matters which was 

21 going on in the general counsel’s office. 

22 Q Would it have been within the first few 
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days or the first week? 

A 1 can’t be specific on that point. It’s 
not unlikely that I would have spoken to him early in 
his administratorship on this matter. 

Q Would you have briefed him orally or in 
writing on the matter? 

A Orally. 

Q Did you have an arrangement or eventually 
have an arrangement with him where you would brief 
him on a regular basis with respect to issues? 

A No, he made it very clear that he was going 
to have no active involvement in the case, it was my 
obligation to let him know there was a case in the 
office. I didn’t have any hesitation about that. 

But he had no continuous active involvement, from my 
perspective, with this case almost immediately from 
the time he assumed the administratorship of the 
agency forward except for these, being advised that 
there was this matter that had been referred for 
investigation. 

Q What details did you give him about the 
investigation? 

26 

A Only that it had been referred for 
investigation. 

Q But did you describe what had been 
referred? 

A Yes, I believe I probably described that 
there was a leverage application submitted by 
Mr. Hale, Capital Management Services, which appeared 
to be unsupportable in terms of the capital infusion 
which was necessary to justify the leverage and that 
would have been the extent of the involvement. 

Q But you cannot place a point in time when 
you would have told him this, you cannot state with 
any certainty when you told him this? 

A No, I can’t. I mean, my general feeling is 
that it was early, very early on at this stage of the 
development of the case, but that’s all. And it 
would have been in the context of important or 
significant matters within the agency. 

Q Now, did you view this as a significant 
matter in your agency at the time? 

A Well, it was a $6 million leverage 
application that we had requested investigation by 
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our Inspector General of. We subsequently quickly 
received notification from the Inspector General that 
he had referred it to the Department of Justice for 
investigation, so it fell into the category of 
something which was being investigated, and as 
administrator of the agency, in his normal capacity, 
he would be apprised of a significant case like 
that. We had other significant cases at the same 
time which we apprised him of as well. 

Q Did you believe it was significant because 
it was Mr. Hale and he was from Little Rock, was 
that, was that discussed? 

A I’ve had a lot of experience in the program 
and a lot of - over the years and the fact that it 
was Mr. Hale from Little Rock did not affect - would 
not affect my views of significant or 
nonsignificant. It was more that this was a matter 
that had been referred for investigation and it 
involved a great deal of money and it was not 
something that the agency should commit to without -- 
at that point, that the agency would commit to 
without substantiating the validity of the capital 

infusion. 

Q I will represent to you that Mr. Bowles was 
confirmed on May 6. 

MR. IVEY: No. 

MR. GICALE: I’m sorry, his confirmation 
hearing was on the 6th in May. 

THE WITNESS: Yes, I was there. I have 
some recollection, but I don’t have the specific date 
of when he was confirmed. 

MR. GICALE: Off the record for a second. 

(Discussion of the record.) 

BY MR. GICALE: 

Q It appears that Mr. Bowles was confirmed or 
his hearing was on the 6th and that he was actually 
confirmed on the 7th. But in any event, this 
briefing would have occurred shortly, whether it was 
the 6th or the 7th, this would have occurred shortly 
after that confirmation, this discussion with him; 
correct? 

A Certainly. 

Q Now, were you continuing to receive 
briefings on the status of the referral to the 
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Inspector General? 

A No. I knew that the Inspector General, I 
was advised that the Inspector General had 
subsequently referred the matter. And I believe it 
was five days later, but I may be off on the 
chronology once again in terms of the exact date to 
the Department of Justice for investigation, which 
would be an ordinary, normal response on the part of 
an Inspector General, of our Inspector General. 

They may not have had the resources to deal 
with the case themselves, I believe, at that time. 

They may have wanted the Department of Justice to 
deal with the case from an investigatory standpoint. 

I knew that at that time. I was advised of that. 

Cases of this nature in my office and with respect to 
the general counsel’s office, again, not putting on 
my deputy counsel’s hat and overall management 
responsibility, would have been the responsibility at 
that point of Mr. Stephens’s office to pursue. 

Mr. Stephens’s office is involved with 
liquidation of SBICs and SSBICs and the potential 
liquidation of SBIC and SSBIC. He was the day-to-day 

30 

person who was involved in the case from that day 
forward. I had general responsibility for him and 
for the case as deputy general counsel of the 
agency — or as acting general counsel at that point 
for the agency so I knew what was proceeding with the 
case but I was not directly involved in it myself at 
that point from that point forward. 

Q Was there a determination made at that 
point to liquidate? 

A No, that came at a later point. 

Q So you would -- well, Mr. Stephens was 
involved day to day with a view towards the 
possibility of liquidation; is that the idea? 

A Correct. Interacting, again, with program 
people to gather information and substantiate whether 
we had, we had a financial problem, whether the 
agency was insecure with respect to this SSBIC. 

Information that came in in the examination report 
that we — 

(Discussion of the record.) 

THE WITNESS: Information that came in in 
the examination report that we had requested in 
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1 conjunction with the application for leverage 

2 indicated that there might be some financial 

3 insecurity for the agency. So at that point, we were 

4 developing our position as to whether we should 

5 liquidate the SSBIC and take it into receivership. 

6 And Mr. Stephens would have been the person 

7 who ultimately would have, from our office, the 

8 general counsel’s office, who ultimately would have 

9 been involved in taking such an action. So he was 

10 the person who was involved day to day, people under 

1 1 his direction in our office were involved day to day 

12 in assessing that information. 

13 BY MR. GICALE: 

14 Q Now, would Mr. Foren have continued to be 

15 involved in this process? 

16 A Yes, he was the head of the program and it 

17 would have been normal for him to be involved in the 

18 process. 

Q Now, would both of them have been briefing 

20 you on the developments? 

21 A Mr. Stephens certainly kept me advised. It 

22 was his responsibility to do so. I was again acting 


1 general counsel. He was under my supervision, he’s 

2 one of my attorneys in that capacity, even though he 

3 had a fair degree of independence in what he did with 

4 respect to developing the case and would have been 

5 ultimately and was the man who went to court to get 

6 the receivership, which we obtained at a later point, 

7 he was responsible to brief me as general counsel, 

8 acting general counsel. 

Q How often did he brief you on this matter 

10 after May of — 

1 1 A Often. Often. Certainly weekly. Often 

12 more frequently than that. He kept me advised as 

13 information was developed. 

14 Q Was it orally or in written form? 

16 A Orally. He may have given me written 

16 memos. I don’t have any. And whatever we supplied, 

17 you would have, whatever you asked for, you would 

18 have that was there. I don’t have any with me, but 

19 he was responsible to advise me and he did so. Many 

20 phone calls at home, that type of thing. He pursued 

21 it vigorously. 

22 Q Do you recall, was it Mr. Stephens who told 
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you that the matter ultimately had been referred to 
the FBI by the Inspector General? 

A I’m not sure. That was more of an 
institutional knowledge among the people who were 
involved in the matter, and whether it was Mr. 

Stephens or Mr. Foren or Mr. Shepperson or, would 
have been one of them who would have told me. I’ve 
seen the referral document subsequently, and it was 
perfectly normal in the sense of what we would do in 
a case like this, what we’ve done in other cases like 
this in the past. I just don’t recall who actually 
informed me of the referral. More than likely, it 
was Mr. Foren, but I couldn’t be specific on that 
point. 

Q Did there come a point in time in July when 
you learned that records had been obtained from 
Capital Management offices by the Federal Bureau of 
Investigation? 

A I believe Mr. Stephens apprised me of that 
fact. He was working the case. He was -- I believe 
he had taken trips at that point to Little Rock, if 
I’m not mistaken, to inspect, to check out Capital 

34 

Management and was knowledgeable of, become 
knowledgeable of investigations that were underway in 
Little Rock that were unrelated to this matter, that 
were being conducted with respect to Madison Guaranty 
1 believe at that time. And that information may 
have surfaced in those investigations which led FBI 
agents, and I’m not sure of the date, to be sent to 
Capital Management to obtain records pursuant to that 
investigation. 

Q Now, did -- 

A I’m not sure. I must say I’m not sure when 
in July, if it was in July, but I’m not — over the 
course of that summer. 

Q Were you informed before the FBI went in to 
obtain the records that they would be doing so? 

A I believe Mr. Stephens was in coordination 
with both the Justice Department and the U.S. 

Attorney’s office. I’m not sure if he was in direct 
coordination with the FBI which was investigating on 
behalf of the Justice Department and the U.S. 

Attorney’s office in Little Rock at that time. So 
I’m not sure that it was from the FBI or if it was 
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1 from the Justice Department or if it was from the 

2 U.S. Attorney’s office, but we were informed. 

3 Q But were you informed before they obtained 

4 the records or after? 

5 A Me personally? 

6 Q Yes. 

7 A After, I believe. I really don’t have a 

8 recollection. They certainly didn’t inform me 

9 personally. It would have been through Mr. Stephens 

10 that I was informed. 

1 1 Q Do you know whether or not Mr. Stephens was 

12 informed beforehand? 

13 A I don’t know that. I don’t know that for a 

14 fact. 

15 Q Do you know whether anybody in your agency 

16 was informed before the FBI obtained those records? 

17 A I do not know that for a fact. I couldn’t 

18 represent on that to you. As I said, this was an 

19 independent investigation. This was not the focus of 

20 our Inspector General’s referral. This was something 

21 different than that, which was ongoing, which we 

22 really didn’t have any knowledge of. We walked into 

36" 

1 it because we were interested in Capital Management 

2 and coincidentally, apparently there was interest in 

3 Capital Management for other reasons, because of this 

4 ongoing investigation of Madison Guaranty which we 

5 found out about over the course of the summer. 

6 Q What is the next development that occurred 

7 that you recall having a discussion with Mr. Stephens 

8 about with respect to Capital Management after the 

9 seizure of the records? 

10 A Because of our concerns, our further 

1 1 follow-up on the leverage application and our, Mr. 

12 Stephens’s involvement in Little Rock in reviewing 

13 Capital Management and in finding out this 

14 information about the inquiry that was underway in 

15 Little Rock that related to Capital Management, we 

16 grew increasingly concerned about the quality of the 

17 company at that point. 

18 Keep in mind our concern is not as criminal 

19 investigators but to protect the agency’s economic 

20 interests. We had invested, I believe, at that point 

21 $3.4 million of leverage over the years that the 

22 company was in operation in that company. So we were 
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a very concerned creditor of Capital Management, and 
our normal procedure in situations where we have such 
concerns would be to determine whether liquidation of 
the company was appropriate to protect SBA’s 
interests and we were evolving to the point where we 
were determining that that should be the case in 
regard to this matter. Subsequently, we took that 
action. 

Q You made a decision to seek liquidation? 

A To seek liquidation of Capital Management; 
correct. 

Q Did you also learn at some time in August 
of 1993 that the U.S. Attorney’s office was 
considering an indictment of Mr. Hale? 

A Yes, that information was made known to Mr. 
Stephens. Based on information that was developed 
through this parallel investigation which did relate 
to the SBA, Mr. Stephens was advised at that point 
that an indictment of Mr. Hale was possible, and I 
believe he was advised that Mr. Hale had been 
provided with a copy and his attorney had been 
provided a copy of a draft indictment and that an 
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indictment was probably imminent. We were certainly 
convinced that at that point that we were insecure 
and we should proceed to liquidation and seek the 
receivership of Capital Management, which we did. 

Q Now, do you recall whether you received a 
copy of the draft indictment? 

A I know 1 received a copy of the 
indictment. I believe I received a copy of the draft 
indictment. I know that Mr. Stephens was privy to a 
copy of the draft indictment and it would not have 
been unusual for him to show me or provided me a copy 
of the draft indictment. I’m just not certain that I 
had the draft indictment before the indictment 
actually came down. 1 believe that I did. 

Q And do you know whether or not Mr. Foren 
supplied a copy of that in a memorandum to Mr. Bowles 
with respect to the upcoming indictment. 

A No, I don’t recall that. 

Q Now, this would have been in August of 
1993; correct? 

A The date of the indictment is of record. 

Q No, just the discussions with respect to 
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1 the draft indictment? 

2 A Between me and Mr. Stephens? 

3 Q Yes. 

4 A Yes, that would have been about the time it 

5 was taking place. I could pinpoint it for you if I 

6 had the date of the indictment itself. It would have 

7 been prior, obviously prior to the date of the 

8 indictment. If you want to go off the record for a 

9 second. 

10 MR. GICALE: Yes, off the record. 

1 1 (Discussion of the record.) 

12 BY MR. GICALE: 

13 Q The indictment was later on in September 

14 1993. What I would like to know is did you have any 

15 discussions, any subsequent discussions with 

16 Mr. Bowles about the status of the case, and 

17 discussions between the initial briefing with respect 

18 to the matter being referred to the Inspector General 

19 and the time in August when you had learned that the 

20 FBI had seized some records and that there was a 

21 possible draft indictment that your agency had. 

A Not that I can recall. He was very adamant 


1 about not being involved in the case and I did not 

2 involve him, from my perspective, in what we were 

3 doing. Certainly not on any kind of a regular 

4 basis. I can’t recall any discussions with him 

5 during that time period about this matter. 

6 Q Now, there came a point later on in 

7 September when you obtained, your agency obtained a 

8 receivership? 

9 A Correct. 

10 Q The Capital Management was put into 

1 1 receivership? 

12 A Correct. 

1^ Q And a receiver was appointed? 

14 A SB A was appointed receiver and SB A 

15 appointed an agent to act as receiver for us at that 

16 point. That’s very normal, that’s what happens when 

17 we liquidate an SBIC and take court action to take a 

18 receivership. We have specific statute authority to 

19 do that. 

20 Q And around that time or just subsequent to 

21 that time, did you go in to Mr. Bowles and indicate 

22 that this had been done? 
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A May have. I do not recall that 
specifically. Again, that would not have been an 
abnormal thing to do, to advise him the agency had 
taken such an action. 

Q Now, when Mr. Bowles had indicated to you 
that he did not want any further information with 
respect to the case for you to handle the case in the 
normal course, did he indicate why he didn’t want to 
become involved in the case? 

A There was general press information which 
had surfaced, I believe, in the media in Arkansas 
where the name of David Hale had been associated with 
the administration. And there was a concern, I 
believe, that every indication of independence in our 
investigation be preserved. Mr. Bowles was a 
political appointee confirmed by the Senate, 
appointed by the President and he wanted to give us 
complete independence of our pursuit of the case. 

Wanted to give no appearance to us whatsoever that he 
was influencing our involvement in the case. 1 
believe that was his major concern in that regard. 

That’s why he - 

42 

Q Did he state that concern to you when you 
first started discussing this issue? 

A Yes. 

Q Now, in September did you go into 
Mr. Bowles’s office and indicate to him that the U.S. 
Attorney’s office was ready to indict Judge Hale in 
Arkansas and that he might want to give the White 
House a heads-up? 

A No, I did not say that to him that I 
recall. It’s possible that I advised him that the 
indictment was possible, but I don’t think that I 
would have said he should give the White House a 
heads-up. 

Q Did you use any words similar to "heads-up" 
or did you indicate in any way Mr. Bowles should tell 
the White House that this was — 

A No. 

Q — occurring or about to occur? 

A Not that I recall. 

Q Did you suggest to him in any way that — 

A Not that I recall. 

Q — that he should let the White House know? 
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A No. 

Q Or that it would occur? 

A No. 

Q Do you know whether or not Mr. Bowles 
contacted the White House and informed them of this 
possible indictment of Mr. Hale? 

A No. 

Q Do you know whether or not Mr. Bowles 
talked to Mr. McLarty about the Hale matter and the 
referral in May of 1993? 

A No. 

Q Do you know whether Mr. Bowles or anyone at 
your agency talked to anyone in the White House about 
the Hale matter between the time it was referred to 
the Inspector General in May of 1993 and the time 
Mr. Hale was indicted in September 1993? 

A No, I don’t. 

Q Did you talk to anybody at the White House 
during that time? 

A No. 

Q Now, Mr. Spotila came to the agency on 
September 16th, 1993; correct? 

w 

A I believe that’s correct. 

Q So then he became general counsel and 
you - 

A Correct, reverted to deputy general 
counsel. No longer acting general counsel. 

Q Did you continue to be briefed on the 
matters — on the Hale matters after Mr. Spotila came 
on board? 

A Yes. 

Q And did you then, in turn, start to brief 
Mr. Spotila about these matters? 

A In general, yes, he was responsible for the 
entire office. I, as his direct subordinate, briefed 
him on all matters within the office of his area of 
responsibility, including that matter. 

Q What kinds of details did you supply him 
with respect to this, the Hale investigation? And 
I’m talking with Mr. Spotila. 

A In regard to the Hale investigation, when 
he assumed responsibility as general counsel, I 
probably did not provide him with many details of the 
case. At that point, he would have been provided 
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with those kinds of details by Mark Stephens who was 
directly responsible for pursuing the matter at that 
point. We had, I believe -- can we go off the record 
for a moment? 

(Discussion of the record.) 

THE WITNESS: We had placed Capital 
Management Services in liquidation by that time, 
which is an institutional process that designates, 
they’re taken out of an active status and that we 
were going to set about liquidating the indebtedness 
owed to the agency and we had instituted a 
receivership in Little Rock, Arkansas of the company 
where SBA was granted receivership of the company. 

Mark Stephens pursued that as SBA’s trial attorney 
and obtained the receivership. We were, had become 
the receiver of Capital Management at the point that 
Mr. Spotila became general counsel. 

And so it was appropriate for him to know 
of that. It was a case which was an important case 
within the office and we gave him a briefing on that 
case as we did with all other important cases in the 
office. And all matters in the office since he was 

46 

responsible for managing the office at that point. 

But Mark Stephens would have been the one who 
supplied him with the details of the case since I was 
the attorney who was working on the matter. 

BY MR. GICALE: 

Q Do you know whether Mr. Spotila indicated 
to you that he wanted to be recused or he should be 
recused from the case as well when you started to 
brief him on this after he came on? 

A Not initially. At that point, he certainly 
did not indicate that. 

Q Now going back a minute to Mr. Bowles’s 
request not to be involved, and this is back in May 
of 1993; correct? 

A Correct. 

Q Just shortly after his confirmation? 

A Shortly after. 

Q Was this request formalized in some manner 
in terms of a memorandum? 

A At a later point. He ordinarily would not 
have needed to be kept from the case because he would 
not be involved in the case. But he made it very 


7697 


1 clear that he wanted us not to feel that he was 

2 influencing us in any way based on the media 

3 involvement. He was very sensitive to any 

4 implication that he was influencing his career people 

5 in pursuit of this matter. And I think that’s why he 

6 said what he said at that time and he kept to it. 

7 He did not influence us. He did not 

8 involve himself in my office in my responsibilities 

9 in dealing with that case during that time period. 

10 At a subsequent point, he formalized his recusal in 

1 1 the memorandum to me at that point as deputy general 

12 counsel in the acting agency ethics officer. 

13 Q That was not until March of 1994; correct? 

14 A Correct. 

15 Q So up until that point in time, it was just 

16 an oral representation to you that he would not 

17 become involved? 

18 A And the reality was that he was not 

19 involved but both are correct. 

20 Q What changed things and prompted him to 

21 submit a written recusal? 

22 A I don’t know. You’d have to ask him 


1 literally for his own reasons for that, for 

2 submitting — 

3 Q Did he state his reasons to you why he 

4 wanted it formalized at some point in time in 1994? 

5 A I do not recall him stating orally to me 

6 why there was a great deal more controversy 

7 surrounding the Capital Management matter and the 

8 subsequent allegations that David Hale had made that 

9 had evolved since May of 1993. There was a lot of 

10 water under the bridge in that case at that point in 

1 1 the press and I believe that he was sensitive to that 

12 and wanted formally to memorialize his recusal from 

13 the case at that point. 

14 But, as I said, he had practically recused 

15 himself or removed himself from formal involvement 

16 with the case right from the beginning and it was, 

17 the written document memorialized his position when 

1 8 he wrote it to me in writing. But as a practical 

19 matter, he had comported himself that way from the 

20 beginning. 

21 (Teckler Exhibit 1 identified.) 

22 BY MR. TECKLER: 
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Q I show you what’s marked for identification 
as Teckler Exhibit Number 1. Specifically, tab O and 
there’s a memo there dated August 9th, 1993 from 
Wayne Foren to Erskine Bowles, subject: Capital 
Management Inc. And your name, "Martin Teckler," is 
on that memo. Do you recall seeing this memo? 

A May I have a moment to examine it. 

Q Sure. 

(Witness reviewed the document.) 

A Yes. 

Q Now, is that your signature on the memo? 

A Yes, it is. 

Q Would this have been a memo that was 
prepared by Mr. Foren for Mr. Bowles that you would 
have signed off on — 

A Yes. 

Q — before going to Mr. Bowles? 

A Correct. 

Q Do you recall whether or not you discussed 
this memorandum with Mr. Bowles? 

A I do not believe that I did. I believe it 
was submitted to him by Mr. Foren. I would have 
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reviewed it for correctness and it would have been 
submitted by Mr. Foren. 

Q Now, this memorandum outlines in some 
detail the status of matters involving Mr. Hale as of 
August 9th, 1993 as, at least, it relates to your 
agency; correct? 

A The detail, it’s not significantly 
detailed. It does relate to the status of the case 
at that point in time. And that was we were 
proceeding toward the receivership -- liquidation of 
the company and receivership at that point. 

Q But, in any event, as of this point in 
time, Mr. Bowles had indicated he did not want to be 
briefed on any details with respect to the case; 
correct? 

A He had indicated that he wanted to remain 
out of the case and he didn’t want to influence the 
process of the case. And I do not believe that this 
memo should be construed as involving him in the 
details of the case or in the process of the case. 

It was more informational as to where the agency 
stood at that point in time on this matter. 
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Q If he was to remain out of the case, why 
would it have been necessary to give him a memo 
informing him of the status of the case as of August 
9th, 1993? 

A It’s likely that, and what did ensue was 
that we went to receivership. It was very likely 
that there would be press surrounding this matter and 
there was, subsequent to the receivership being 
instituted. And so it was appropriate to let him 
know what our status was at that point in time. 

Q I’m also going to show you what’s labeled 
as Teckler Exhibit 1, attachment P, and there’s a 
memorandum dated September 21st, 1993 to Erskine 
Bowles from Wayne Foren regarding Capital 
Management. Could you review that for a moment, 
please. 

(Witness reviewed the document.) 

Q Now, do you recall this memorandum? 

A Well, it indicates that I received a copy, 
and it would have come from our files and so I 
received it. I do not recall it outright, but it’s a 
memorandum which was prepared by Mr. Foren describing 
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the status of the Capital Management matter at the 
particular point in time that the memorandum was 
dated. 

Q Do you recall whether or not you discussed 
this memorandum with Mr. Foren? 

A No, I do not. 

Q Do you recall whether or not you discussed 
this memorandum with Mr. Bowles? 

A No, I do not. 

Q Now, amongst other things, this memorandum 
informs Mr. Bowles that a receiver has been appointed 
and that the U.S. Attorney’s office is scheduled to 
make a presentation to the grand jury on Tuesday 
September 21st and that they are expecting 
indictments on Tuesday or Wednesday against Judge 
Hale and two other individuals; correct? 

A Correct. 

Q Now, once again, at this point in time, you 
indicated that Mr. Bowles said that he wanted to be 
out of the case; correct? 

A Correct. 

Q And once again, further information was 
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being supplied to him with respect to the status of 
the case; correct? 

A That is information with respect to the 
status of the case, that’s correct. 

Q Now, if he was out of the case at this 
point, why was this information supplied to him, if 
you know? 

A I do not know. Mr. Foren prepared the 
memo. But my surmise would be to let him know what 
the agency’s position was versus Capital Management 
at that point in time which would not have been 
extraordinary. It would not have led to any 
influence of action that we were taking or anyone 
else was taking. 

Q Well, would it be fair to say that at this 
point in time, while Mr. Bowles indicated that he 
wanted to be out of the case, he did not indicate to 
you that he did not want to be informed as to the 
status of the case? 

A No, that would have — information as to 
the status of the case and nature of the 
memorandums ~ memoranda which you’ve shown me would 

54 

be ordinary information which the agency had, the 
administrator would normally be advised of by his 
staff. It would not be information which would be, 
which would involve the administrator in the conduct 
of the case. 

In both cases, the information is of 
actions that were taken or were to be taken, the 
decisions for which had already been reached by staff 
appropriately out of influence from the 
administrator. So it’s not information which would 
not be presented to him so that he would know what 
the agency’s posture was with respect to the case. 

(Discussion of the record.) 

BY MR. GICALE: 

Q In May of 1993 when Mr. Bowles said that he 
wanted to be out of the case, what is your 
understanding as to what he meant by that? 

A I believe that he wanted us to pursue the 
case independently and without his involvement in 
terms of consultation or approval of courses of 
action that the appropriate officials within the 
agency would take. 
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1 Q But that he would still like to be briefed 

2 with respect to the developments in the case? 

3 A I don’t think briefed on any kind of a 

4 regular basis. The memoranda which you’ve shown me 

5 merely advised him of the developments in the case. 

6 They did not request his approval or his involvement 

7 in the course of action which was indicated in the 

8 memoranda, so I think they were supplied for the 

9 purpose of information as opposed to his being able 

10 to influence the course of conduct that was taken by 

1 1 agency personnel. 

12 Q Now, ordinarily it’s your experience as an 

13 ethics officer when someone recuses themselves from a 

14 case, not only do they not get involved in 

15 decisionmaking, but they also refrain from receiving 

16 information with respect to the case? 

17 A That’s not necessarily true and especially 

18 in the case of administrators of the agency. Again, 

19 you have a necessity for the agency to interact on a 

20 number of different levels with the press and with 

21 inquiries from our oversight committees. So it’s not 

22 inappropriate for the status of a case to be 
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1 discussed with an individual who has not formally 

2 recused himself by memorandum as Mr. Bowles had in a 

3 case, as these documents discussed the status. But 

4 when someone says they want to be recused from the 

5 case or just not involved in the case, it’s from the 

6 standpoint of influencing the pursuit of the case and 

7 from the standpoint of influencing decisions made or 

8 being involved in making decisions with respect to 

9 how the case is pursued. 

10 Q Once he had recused by virtue of a 

1 1 memorandum, did you still think that it would have 

12 been appropriate for him to receive briefing memos 

13 with respect to the status of the case? 

14 A He, as the administrator of the agency, 

15 would receive information regarding all activities 

16 conducted by the agency in a general sense. 

17 Memoranda regarding the status of a case is not an 

18 unusual thing even under recusal. Again, formal 

19 recusal from involvement in a case is, in my 

20 estimation, influencing decisionmaking, being 

21 involved in decisionmaking, being involved in the 

22 conduct by the staff of the particular matter. 
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Q So even at that point in time when he, when 
he later formally recused himself and as reflected in 
a memorandum, you still think it was appropriate for 
him to subsequent -- 

A I don’t think it was appropriate and I 
don’t think he was briefed, because he made it very 
clear that he didn’t want to be briefed. 

Q After March of 1994? 

A He reiterated it with his recusal. 

Q Now, between the time you say you may have 
discussed the impending indictment with him in 
September 1993, and I’m talking about Mr. Bowles -- 

A I’m not sure that I said I discussed it 
with him. You may want to read that back. 

Q I believe you said you may have discussed 
it with him if you knew that there was an impending 
indictment? 

A It’s possible, but I don’t think I 
discussed it with him. 

Q Okay. Do you recall whether or not you 
discussed the impending indictment — 

A I do not — 
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Q Do you recall whether you discussed the 
impending indictment of David Hale with Mr. Bowles in 
September of 1993? 

A I do not recall. I do not recall. 

Q Is it possible that you may have? 

A May we go off the record for a moment. 

MR. GICALE: Sure. 

(Discussion of the record.) 

(The reporter read the record as requested.) 

THE WITNESS: I do not believe that I did. 

I know that I’ve been shown memorandum of August 
which indicated it was a possibility, which was a 
written communication to him. I don’t think that — 

I don’t recall whether I discussed it orally when it 
did happen with him. 

BY MR. GICALE: 

Q Do you recall any other discussions with -- 
any discussions with him between September of 1993 
and the time of his formal recusal in March of 1994? 

A Any — 

Q With respect to the Hale matter? 

A No, I don’t. 
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1 Q Now, did you continue during that time 

2 period to be briefed by Mr. Stephens on the matter? 

3 A Yes. 

4 Q Now, do you recall a point in time in 

5 November of 1993 when Congressman LaFalce had 

6 requested information with respect to Capital 

7 Management? 

8 A Yes, I do. 

9 Q And what was your involvement with respect 

10 to that request? 

1 1 A Congressman LaFalce had requested a report 

12 from the agency on the Capital Management matter. 

13 This was subsequent to the institution of the 

14 receivership and subsequent to allegations in which 

15 Mr. Hale surfaced in conjunction with his indictment 

16 regarding information which he alleged he had. And 

17 Congressman LaFalce, as the Chairman of the House 

18 Small Business Committee, requested a report on the 

19 receivership of Capital Management and the events 

20 that led to the receivership from the agency, I 

21 believe, on November 4th, 1993. 

22 Q Did you assist at all in preparing the 
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1 response to Congressman LaFalce? 

2 A Yes, I did. 

3 Q And what was the level of your involvement 

4 in that? 

5 A I reviewed the material in general that was 

6 requested and was going to be prepared as a report 

7 which was prepared by Mr. Stephens under my 

8 supervision for inclusion in that report. 

9 Q So you reviewed the letter that was sent 

10 along with the attachments that were sent? 

1 1 A Well, interestingly enough, in that regard, 

12 the week before the report was sent to Congressman 

13 LaFalce, I was on business out of Washington. I 

14 believe that the letter was prepared independently by 

15 Mr. Stephens, who had gathered the information and 

16 prepared the report and that it was sent on November 

17 15th to Congressman LaFalce and that I was not 

18 involved in the preparation of the letter because I 

19 was out of town until November 16th. 

2° But I was knowledgeable of the fact that a 

2 1 letter had been prepared and a report had been 

22 prepared for Congressman LaFalce at that point. I 
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did not review the letter, however, as it was 
transmitted -- 

Q Nobody faxed you a copy of the letter where 
you were? 

A Were I in the office, 1 would have reviewed 
it and it would have been normal that I review it. 

But I just wasn’t there to review it. 

(Teckler Exhibits 2 and 3 identified.) 

BY MR. G1CALE: 

Q Showing you what’s marked for 
identification as Teckler Exhibit Number 2, which is 
a letter dated November 15th, 1993 to Honorable John 
J. LaFalce regarding Capital Management from Erskine 
Bowles. Is this the letter that you subsequently 
reviewed after being ~ after it was transmitted to 
Congressman LaFalce? 

(Witness reviewed the document.) 

A Yes. 

Q Now, at the beginning of that letter, there 
is a notice saying that "The information contained 
herein has been determined to be confidential in 

nature and therefore not releasable to unauthorized 
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parties. Disclosure of this information may violate 
federal law, e.g., Privacy Act of 1974, the Right to 
Financial Privacy Act of 1978, and 18 USC, Section 
1905. Utmost discretion should be exercised." 

A Correct. 

Q Now, were you aware that that notice was 
put on the letter? 

A Yes. 

Q Did you subsequently become aware of that? 

A Yes, I may even have been aware that the 
notice would be put on the letter before it was sent. 

Q That was common practice? 

A That normally is the procedure. 

Q Now, there was a list of the attachments 
submitted to Congressman LaFalce as well as a number 
of attachments. Did you subsequently review the list 
and the attachments that were sent to Congressman 
LaFalce? 

A Oh, yes, subsequently, yes, I have. 

Q How long after this letter was sent to 
Congressman LaFalce? 

A Sometime after. I did not prepare, again, 
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1 did not prepare the attachments or the list or the 
letter at that time. 

Q Now, there came a point in time when you 
were informed that someone from the White House had 
requested copies of the same information that was 
sent to Congressman LaFalce; correct? 

A It came a point in time when I was advised 
of that matter. 

Q When was that? 

A The first that I knew that someone from the 
White House received a copy of that material was, I 
believe, November 24th, 1993 when we were advised of 
it. I was advised of it by Mr. Mackay and Agent 
Gillis of the FBI. 

Q Prior to November 24th, 1993, neither Mr. 

Stephens or Mr. Spotila informed us of the fact that 
Mr. Eggleston from the White House had requested this 
information from the SBA and, in fact, it had been 
submitted to Mr. Eggleston at the White House? 

A No, that is correct. 

Q And just to be clear, did anyone ask for 
advice prior to submitting these materials to the 
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White House? 

A Not specifically on that matter, no. Not 
from me. 

Q Well, from anybody in your office? 

A Not that I’m aware of. And I don’t mean 
that to be an evasive answer. I am not aware of 
anyone asking for advice, prior to the submission of 
those materials, on submitting those materials to 
Mr. Eggleston in the White House. 

Q Well, more specifically, did Mr. Spotila 
ask you for advice as to whether or not these 
materials — the materials submitted to Congressman 
LaFalce could be submitted to the White House? 

A Not in that context. Not specifically the 
material submitted to Congressman LaFalce that I’m 
aware of, no. 

Q Is there another context in which 
Mr. Spotila sought some advice as to whether or not 
these materials or similar materials could be 
submitted to the White House? 

A Subsequent to my becoming aware of the 
submission of the materials to the White House, I 
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discussed that issue with Mr. Spotila, and 
Mr. Spotila has maintained to me that he generally 
thought, based on conversations with me, that 
materials that we had the capability of submitting 
materials to the White House upon appropriate request 
or any other agency of government, for that matter, 
on appropriate request, but we did not have a 
discussion with respect to the submission of these 
particular materials, prior to the submission of the 
materials, to Mr. Eggleston, which 1 found out about 
subsequent to their submission. 

Q Now, Mr. Spotila indicated, subsequent to 
November 24th, 1995, when you learned of this 
submission -- 

A Correct. 

Q — that he submitted these materials or 
agreed to submit these materials to the White House, 
based on conversations that he had had with you, 
prior to the submission of these materials to the 
White House? 

A He didn’t indicate that in that fashion to 
me. Subsequent to that time he’s indicated that he, 
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based on conversations with me, generally felt 
that — 

Q Based on conversations with you generally 
when? 

A I assume, prior to the submission of the 
materials to Mr. Eggleston, that it was not 
inappropriate for the Small Business Administration 
to communicate on matters with the White House on 
appropriate requests from the White House. 

Q Did you ever indicate that to him prior to 
the time he submitted those materials to the White 
House? 

A Not with respect to those materials. And I 
cannot recall specifically those conversations, but 
the fact of the matter is that on appropriate request 
from the governmental agency for materials, depending 
on what the materials are, it would not be 
inappropriate to provide materials to another 
governmental agency or to the White House in this 
case, in a case. 

Q It would depend on what the materials were? 

A It would depend on what the materials were, 
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1 that’s right, and what the request was for, the 

2 purpose of the request. 

3 Q Now, many of these materials were governed 

4 by the Privacy Act? 

5 A Well, in fact they were not. 

6 Q Some of them were? 

7 A Subsequent review of the materials, because 

8 it’s been a point of concern, indicates that there 

9 are no materials within that submission which would 

10 be Privacy Act protected. 

1 1 Q Was the, for instance, the referral to the 

12 Inspector General something that, a copy of that 

13 which was listed as an attachment, was that something 

14 that could have been released, should have been 

15 released to the White House? 

16 A A copy of the referral to the Inspector 

17 General could have been released under the Privacy 

18 Act. There was no -- there’s no provision in the 

19 Privacy Act which would prohibit the release of that 

20 information that I’m aware of, although I am not the 

21 Privacy Act officer in our general counsel’s office. 

22 Q Well, in light of the allegations that 


1 occurred in the press and with respect to this 

2 matter, the allegations that Mr. Hale had been making 

3 against the President and other people, you think it 

4 was appropriate to send these matters, the 

5 attachments including the referral to the Inspector 

6 General to the White House? 

7 A Were I consulted prior to the submission of 

8 the material, under those circumstances I’d like to 

9 think that I would have raised that concern because 

10 of the allegations, merely because of appearances, 

1 1 not because of legal impropriety. But I was not, and 

12 I did not — I was not able to raise those concerns 

13 because of that. 

14 Q So then while you may have had some general 

15 discussions with Mr. Spotila about the 

16 appropriateness of submitting - 

17 A Not these -- 

18 Q - documents to the White House, you did 

19 not have discussions with him with respect to these 

20 documents? 

21 A That’s correct, prior to — 

22 Q Documents submitted prior to their 
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submission. 

A Prior to their submission, that’s correct. 

Q And if you had been asked about these 
materials, you would have raised the concern about 
the appearance? 

A That’s conjecture at this point. It’s 
possible. I’m experienced in these matters. 

Mr. Spotila had been general counsel of the agency 
for two months at that time. He’s not as experienced 
as I am in dealing with or was not as experienced as 
I was at that time in dealing with the press in 
dealing with oversight committees, in having an 
insight into appearances as opposed to legal 
prohibitions on submission of documentation. While 
there might not be a legal prohibition on referral of 
documentation, the question of appearance of handling 
documentation under those circumstances which 
pertained to Mr. Hale’s allegations at that time was 
something that I would have hoped that I would have 
raised had I been consulted. 

Q Now, by November 24th, Mr. Spotila was 
still being briefed about the status of the case; 
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correct? 

A Correct. And when you say "being briefed," 
it was not on a daily basis or even on a periodic 
basis. He was still knowledgeable that the case was 
being pursued by Mr. Stephens under my direction in 
the office as one of the matters which he was overall 
responsible for as general counsel. 

Q Now, did there come a point when he recused 
himself from the matter as well? 

A He never formally recused himself from the 
matter in terms of a written memorandum. But in 
terms of November 24th, he made it explicit to Mr. 

Stephens and me that he should be kept from 
involvement in the matter because of the sensitivity 
of the inquiry I believe from Mr. Mackay with respect 
to the transmission of the documents and he wanted to 
be extra cautious not to be involved in a situation 
like that. 

Q Now, his reason, his reasoning at that 
point was because Mr. Mackay from the Justice 
Department had raised a concern? 

A No, Mr. Mackay, 1 believe raised no 
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concern. We explained the submission at that point 
to put things in perspective. The documents I 
believe given to Mr. Eggleston on November 16th, they 
were reobtained by the agency on November 20th. 

Q At the Department of Justice’s request; 
correct? 

A I believe Mr. Stephens consulted with the 
Department of Justice at the direction of Mr. Spotila 
subsequent to the documents having been provided. 

Was advised to have the documents returned. The 
documents were returned by Mr. Eggleston to Mr. 

Stephens on November 20th. On November 24th, 1 
believe was the Thursday, it was the Wednesday before 
Thanksgiving and that can be checked in the calendar, 
we had a regularly scheduled meeting with Mr. Mackay 
at which Mr. Stephens was going to go through the 
SBIC program for Mr. Mackay had been appointed 
special prosecutor at that point in time. 

And the meeting was scheduled to provide 
advice to him and his duties as special prosecutor 
and this segment of his responsibilities dealt with 
the SSB1C program. Mr. Stephens came to me on 
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November 24th at that time and said that Mr. Mackay 
wanted to discuss the submission of the documents to 
the White House, the report to the White House, to 
Mr. Eggleston. And at that point, I became aware 
that the material had been submitted to the White 
House. 

Q And returned? 

A And returned. Which I was not aware of 
prior to that time. And Mr. Spotila was brought into 
the discussion as well for purposes of Mr. Mackay 
satisfying himself as to what had happened. We 
explained what had happened to Mr. Mackay and to 
Agent Gillis at that time, primarily Mr. Stephens and 
Mr. Spotila did the discussing. 1 was not aware of 
the circumstances under which the transmission had 
been made. 

I listened, and Mr. Mackay asked a number 
of questions about the nature of the documentation at 
that point. What I knew of the documentation, I was 
involved in that discussion, as to the ordinariness 
of the materials that were included in that report. 

Mr. Mackay, I believe, went away satisfied at that 
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meeting that confidential matters which would in any 
way inhibit his ability to investigate his — to 
fulfill his responsibilities as special prosecutor 
were not made available in that transmission. I do 
not know that for a fact, I’m only surmising. That 
was my perception of what Mr. Mackay said at the 
meeting and we finished the meeting. We went on with 
the discussion of the SBIC program as had been 
scheduled with Mr. Stephens and Mr. Mackay. 

Q But, in any event, you were made aware of 
the fact that when Mr. Stephens informed the Justice 
Department, specifically Mr. Carver from the Justice 
Department, that documents had been submitted to the 
White House, that Mr. Carver from the Justice 
Department told Mr. Stephens that he should retrieve 
those documents? 

A I became aware of that in the course of 
that discussion. 

Q Now, was it at that point that Mr. — it 
was just after that point in time that Mr. Spotila 
indicated that he would recuse himself from this 
matter? 
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A He became highly sensitized as a result of 
that discussion, I believe, to the need on his part 
not to be involved in the case from the standpoint of 
any ordinary — any ordinary involvements that did 
not bear even on the conduct of the case and made it 
very clear to Mr. Stephens and me to just pursue the 
case as we ordinarily would and that he would not 
influence our pursuit of the case. 

Q Was there any discussion about a formal 
recusal on the part of Mr. Spotila? 

A He discussed it with me. I did not think 
it was necessary, frankly. Once again, you have to 
keep in mind that Mr. Spotila is the head of the 
office. And he does bear overall responsibility for 
all of our actions, but if he kept himself away from 
the case, delegated the responsibility to Mr. 

Stephens and me and our staffs to run the case, there 
was no need — the mere piece of paper formally 
recusing him would, in my estimation, be merely a 
piece of paper. 

It would be the actions speak for 
themselves and he did stay out of the case. Did not 
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1 influence our decisionmaking in the case. Has not 

2 influenced our decisionmaking in the case since that 

3 time. But, again, he’s the general counsel and he’s 

4 responsible for the overall management of the 

5 subordinates and we are his subordinates. 

6 Q So you did not believe at that point in 

7 time that it was necessary for him to formally recuse 

8 himself? 

9 A No, and I do not believe that to this day. 

10 Q At that point in time, did you also discuss 

1 1 the turning over of these documents to the White 

12 House with Mr. Bowles? 

13 A No, 1 did not. 

14 Q Did you brief him on, sometime 

15 subsequently, did you brief him on the discussions 

16 with the Justice Department? 

17 A I did not. These discussions that — 

18 Mr. Mackay. 

19 Q The discussions with respect to Mr. Mackay? 

20 A No. 

21 Q So that from the time that you had this 

22 meeting with Mr. Mackay or shortly thereafter, the 


1 time that Mr. Spotila indicated that he would recuse 

2 himself to the time that Mr. Bowles formally recused 

3 himself, did you have any other further discussions 

4 with Mr. Spotila or Mr. Bowles about the Hale matter? 

5 A With Mr. Bowles, I can say no. I do not 

6 believe so at all. 

With Mr. Spotila, only in the most ordinary 

8 sense of passing conversation. His office is next to 

9 mine. He is the general counsel. I’m the deputy 

10 general counsel. Not in any detail or substance 

11 whatsoever, but only that Mr. Stephens might be going 

12 to Arkansas or doing something with respect to the 

13 case. Just from a management standpoint only. The 

14 normal -- when I say he’s the general counsel, he’s 

15 responsible for travel vouchers and things of that 

16 nature, so he would have known of that, but that’s 

17 all. 

18 Q Did you discuss with Mr. Spotila the 

19 appropriateness of whether Mr. Bowles should recuse 

20 himself in March of 1994? 

21 A I don’t believe so. 1 think the reason 

22 that Mr. Bowles submitted his recusal to me was that 
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I had, I’m the agency ethics officer and in the 
course of his confirmation, for example, there were 
matters that he had been involved in in his private 
life that he needed to be recused from as 
administrator of the agency. And I think that he 
submitted his recusal to me under those 
circumstances, but I did not discuss those matters 
with Mr. Spotila. 

(Teckler Exhibit 4 identified.) 

BY MR. G1CALE: 

Q Showing you what’s been marked for 
identification as Teckler Exhibit Number 4. This is 
a memorandum dated March 3rd, 1994, it’s from Erskine 
Bowles to Martin Teckler, subject: Capital 
Management. 

Is this a copy of his memorandum to you 
recusing himself from all involvement in the SBA’s 
ongoing investigation of Capital Management? 

A Yes, I believe it is. 

Q And, again, did you discuss this recusal 
memorandum with him prior to receiving it from him, 
from Mr. Bowles? 
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A If I did, it would have been coincidental 
with the preparation of the memorandum and submission 
to me. I didn’t discuss, you should prepare a 
recusal memorandum. He decided to do that on his own 
and submitted it to me. I do not recall specific 
conversations prior to receiving it. It’s possible, 
coincidental with receiving it, that he discussed the 
substance of it with me, but that’s all. I did not 
advise him on the matter. 

Q Now, who was Cecelia Seay? 

A She was the individual who was appointed as 
our receivership agent in Little Rock. Keep in mind 
the receivership of Capital Management was instituted 
in federal district court in Little Rock where the 
company was located. When we obtain a receivership, 
we will normally take over the company, as we did in 
this case, and its books and records and manage the 
affairs of the company at the location at which it 
was doing business. And she was the person who SBA 
appointed to conduct those affairs for us subsequent 
to the receivership. 

Q Now, from the time you first heard about 
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the Hale matter in late 1992 to the time that 
Mr. Bowles recused himself formally in March of 1994, 
did you ever tell Mr. Bowles, Mr. Spotila or anyone 
else that they should give the White House a heads-up 
about the information with respect to the Hale case? 

A No. 

Q Did you ever tell those individuals or 
anyone else at the SBA that they should inform the 
White House about the status of the SBA’s 
investigation of Hale? 

A No. 

Q Did you ever talk to the media about the 
status of the SBA case involving Hale or the SBA 
investigation? 

A Yes. I was unfortunately appointed as a 
point person for discussing these matters with the 
media and had many contacts with the media on this 
matter. I say "unfortunately” for me, not 
unfortunately for any other reason. 

Q Was there a communications officer at the 
SBA? 

A Yes, there certainly was. And I don't mean 
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to infer that our communications office did not get 
contacts from the media, either. But the matter had 
been placed into a legal status by virtue of our 
institution of a receivership and most of the 
inquiries that we were getting from the press related 
to either the receivership or the allegations of 
wrongdoing which Mr. Hale had raised in conjunction 
with his criminal indictment. So it was felt 
appropriate that a lawyer be appointed to respond to 
these types of inquiries, and so I was the person who 
was appointed to respond to the inquiries. 

I might add that I’ve done this in other 
cases where there’s been this kind of legal 
visibility and so that probably had some bearing on 
why I was the person who was selected as well. 

Q Well, did you respond orally or with some 
kind of prepared statement from the agency? 

A I responded orally for the most part. I 
was interviewed by ABC News, videofilmed at one 
point. I gave many responses over the phone to 
reporters for various newspapers here and elsewhere. 

I did not prepare any press releases myself. That 
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would have been the work of the communications 
office. I am not aware of any press releases on the 
matter, although there may have been press releases. 

You may have documents which would be of that nature 
which I’m not aware of or I don’t recall. It was a 
couple of years ago. 

Q Well, did you ever state to the news media 
that certain activities were not criminal in nature 
that your agency was investigating? 

A That, 1 mean that’s too vague for me to 
respond to. I can attempt to respond to what I think 
is your line of inquiry. If you want to rephrase the 
question, I’d be glad to respond specifically to what 
I recall. But that, I couldn’t respond to anything 
that vague. 

Q Well, what did you tell the media about the 
status of the SBA’s investigation? 

MR. IVEY: Is there a particular time 

frame? 

MR. GICALE: This would have been in 
September of 1993. 

THE WITNESS: At that time my responses to 
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the media centered around SBA’s involvement in the 
Capital Management matter. We had no investigation 
ongoing. We’re not criminal investigators. The 
investigation which lead to Mr. Hale’s indictment and 
eventual plea of guilty was the investigation being 
conducted by the criminal investigators in Arkansas. 

Our involvement was one of, from the time 
that we instituted the receivership, collecting the 
money which was owed to the SBA and cooperating fully 
with the investigators and with the prosecutors by 
providing them any information which they sought from 
us from our files which would be relevant to their 
cases, and to their case against Mr. Hale and others 
who were indicted. And so my responses were 
primarily geared towards SBA’s involvement in the 
matter which was at that point as a receiver, not as 
an investigator or as a prosecutor. 

BY MR. GICALE: 

Q Were you asked whether there were some 
potential criminal acts that were being investigated? 

A Again, that’s in context, that’s probably 
too vague to respond to. There was, there were 
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allegations certainly against Mr. Hale which led to 
his indictment. And Mr. Hale was, after all, a 
president of the company which we had obtained a 
receivership over. So I was, I was queried about 
Mr. Hale. There were allegations which Mr. Hale was 
raising in his, on his behalf at that time, and I 
believe in an effort to plea bargain so I was asked 
about those allegations. 

I had no information about those 
allegations which I could provide to anybody, 

Mr. Hale’s allegations, that is. 1 could discuss the 
criminal indictment of Mr. Hale which had taken place 
during that time frame which I was privy to which was 
public information, but again we weren’t prosecuting 
that case. That case was being prosecuted by 
somebody else. We were bystanders. In fact, we were 
the aggrieved party from which those criminal 
allegations against Mr. Hale arose. 

Q All right. But were you asked to comment 
on the other allegations that Mr. Hale was making? 

A From time to time I was asked to comment, 
and my comment was always that we had no information 
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which would substantiate what Mr. Hale was alleging 
in his defense or his allegations in an attempt to 
be, to plea bargain. 

Q Well, did you ever say to anyone that the 
allegations he was making were not criminal in 
nature? 

A I don’t recall that. But again, when you 
say "the allegations he was making," you’d have to 
talk about specific allegations and I’d have to jog 
my memory to recall whether specific allegations were 
raised and they were not criminal in nature. I just 
don’t recall that. 

Q Well, what allegations do you recall that 
he was making? 

A He made allegations that at that — 
subsequent to his indictment that he had been 
pressured by the President of the United States to 
make a loan or an investment through his SSBIC 
Capital Management. We have no information which 
would support that. I believe I said that on 
numerous occasions. 

Q Well, how could you make a statement like 
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that if you did'not have information with respect to 
the investigation? 

A I said we had no, SBA had no information to 
that effect. There was no information in SBA’s 
files. I was not privy to whatever information other 
investigatory bodies might have, I only had the 
information which SBA had at its disposal and I was 
only questioned as a SBA representative, not as a 
representative of any law enforcement activity. We 
were only concerned with the civil case and only 
concerned with the information which we had. We had 
no such information. 

Q Well, how could you comment on whether or 
not the information you had could be characterized as 
activities not criminal in nature when you weren’t 
responsible for the criminal investigation? 

MR. IVEY: Well, I don’t think that’s his 
testimony. 

THE WITNESS: My response to your question 
was that the information which we had were not, did 
not show, did not support the allegation that 
Mr. Hale was making with respect to the President. I 
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believe that was my response to that question. 

BY MR. GICALE: 

Q Did officials from the White House contact 
you or someone at the SBA and ask that you make this 
characterization due to the mention of Whitewater 
Development? 

A No, not me. And I have no knowledge of 
them contacting anyone else. 

Q You did not talk to any representatives 
from the White House? 

A Not with respect to that matter or any 
other matter, for that matter. 

Q For any matter? 

A No. 

Q Did anyone at the SBA in the communications 
office or anyone else say to you that officials for 
the White House would like you to make a 
characterization? 

A No. 

Q Like that? 

A No, not to my knowledge. 

Q Due to the mention of Whitewater? 
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A No, we called it as we saw it. We called 
it straight. 

Q Do you know whether or not - strike that. 

Did you have any discussion with 
representatives from the FBI with respect to the 
comments you made with characterizing the proof that 
the SBA had at that point in time, September 1993? 

A No, not with respect to that. The only 
contact I had with the FBI was Agent Gillis 
accompanying Mr. Mackay and subsequently reviewing 
the matter of the transmission of the materials to 
the White House. 

Q So that it’s clear your agency was not 
responsible for any criminal investigation? 

A That’s correct. 

Q In September of 1993; correct? 

A And I think that’s an important fact in 
terms of understanding what our agency’s 
responsibility is. If I might characterize it that 
way. We do not have any criminal enforcement 
capability. We refer matters to the Department of 
Justice when we think that there’s criminal 

_ ~ ~ 88 ~ 

violations which may have occurred and we made a 
referral to our Inspector General, for example, in 
the Hale matter, who, in turn, referred it to the 
Department of Justice for investigation and eventual 
prosecution occurred. 

It didn’t occur out of our referral as a 
matter of fact. It occurred out of matters which 
they developed on their own from that ongoing 
investigation in Arkansas. But we wouldn’t ever have 
any criminal enforcement responsibilities. We would 
refer the matter to the Department of Justice to 
enforce it for us. We’re a client agency in that 
regard. 

Q Well, would it also be fair to say, then, 
that if Mr. Hale was making these allegations about 
being pressured with respect to loans, that that 
would be something that would not be investigated by 
your agency but would be investigated by some other 
agency? 

A That’s correct. And again, to respond to 
your question, all I said was that no information 
which we had would lead me, when asked, would lead me 
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1 to conclude that his allegation with respect to being 

2 pressured was correct. I did not represent with 

3 respect to any other information which may or may not 

4 exist elsewhere. 

5 Q And so when you say "no information” you 

6 had, are you saying that the only information you had 

7 at that point in time were the allegations? 

8 A Well, we had our own information that was 

9 obtained over the years from, for example, from the 

10 examination of Capital Management Services in the 

1 1 ordinary course of our supervision of that company as 

12 an SSBIC. That was a material which we, part of the 

13 material which comprised the report to Congressman 

14 LaFalce. I was privy to that information. The 

15 agency was privy to that information. 

16 None of that information substantiated the 

17 allegation that Mr. Hale was making, so, and we had 

18 materials which we had developed as a result of our 

19 further, in furtherance of our receivership. None of 

20 that information substantiated those allegations. 

21 That was the material which the agency had in its own 

22 possession and that was the material which I was 
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1 speaking of. 

2 Q All you had at that point were records of 

3 loan transactions? 

4 A We had records of loan transactions and 

5 examinations. 

6 Q Right. 

7 A Of the company. 

8 Q Right. But you didn’t have at that point 

9 interviews of other witnesses? 

10 A Correct. We had no interviews of 

1 1 witnesses. We were not privy to that conversations, 

12 to those interviews in the criminal matter except for 

13 being made aware that there would be an indictment of 

14 Hale. We did not have that type of involvement. We 

15 were, again, a client agency making a referral for 

16 criminal matter to the Department of Justice and an 

17 agency pursuing its economic responsibilities to get 

18 back the $3.4 million which we had provided to the 

19 company over the course of time. 

20 So we were not involved, per se, in the 

21 criminal investigation and that was the mistake that 

22 the press was making by inquiring of us. We had no 
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information in that regard that we could supply to 
them. And I kept repeating that over and over again 
to inquiries, and it’s difficult when matters get 
confused in the newspapers or in the public’s mind 
that the SBA is pursuing an investigation. We were 
pursuing no such criminal investigation. That matter 
was in the hands of the criminal authorities. We 
were cooperating with them, but that’s all we were 
doing. 

Q But isn’t it one thing to say you have no 
information that would — can you see how if you say 
that you have no information, that would substantiate 
that allegation it could be interpreted you as the 
government as not having? 

A I was very careful in my responses to those 
types of inquiries to say that we’re not involved as 
the prosecutors or as the criminal investigators. 

And it’s an unfortunate fact that even sophisticated 
individuals in the press who cover these matters do 
not appreciate that distinction. They tend to lump 
these things together and at least there are some 
unfortunate consequences when they do that because 

SBA gets branded as doing something that it’s not 
responsible for. Or involved in something that it’s 
not involved in. 

And I’ve had that experience in numerous 
cases over the course of time and it’s very hard for 
the public to draw a distinction between the SBA and 
the Justice Department. They believe it’s all one 
government and the SBA must be involved, because it’s 
part of the government in the criminal investigation, 
but we would normally not be involved in a criminal 
investigation. We aren’t involved in criminal 
investigations. 

Q Were you aware of the fact that the FBI was 
concerned that your statements were misleading to the 
press? 

A No, I’m not aware of that. I was never 
told that. 

Q Were you ever told not to comment with 
respect to the criminal allegations in the criminal 
investigation of the case? 

A No. 

Q Other than the memos that I showed you 
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earlier today, the August 9th memo, memorandum which 
you had your signature on? 

A Correct. 

Q And the September 21st memorandum? 

A Correct. 

Q Both of those are to Mr. Bowles? 

A From Mr. Foren, I believe. 

Q From Mr. Foren? 

A Correct. 

Q Do you know if Mr. Bowles received copies 
of any other documents related to the Hale matter? 

A Not that I’m aware of 

MR. GICALE: Let me just take one moment. 

(Pause.) 

BY MR. GICALE: 

Q So just to clarify this once again. You 
did not state that certain activities you were asked 
about by the press were not criminal in nature. You 
said your agency did not have information with 
respect to criminal activities? 

A I would have to have specifics. I mean, 
the question is difficult for me to follow, if you 
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don’t mind restating the question. 

Q Well, were you asked by the press in 
September of 1993 whether certain activities, and the 
allegations of Hale, were criminal in nature? 

A The activities of Hale were criminal in 
nature? 

Q No, the allegations of Hale. 

A Allegations of Hale criminal in nature? 

Q Yes. 

A I don’t recall that inquiry. 

Q Do you recall responding to press, the 
press that any activities that they were inquiring 
about, that certain activities that they were 
inquiring about were not criminal in nature? 

A "Certain activities that they were 
inquiring about," you’d have to be specific. 

Q Well, activities that they were inquiring 
about were not criminal in nature? 

MR. IVEY: I think there’s a repeated 
concern expressed by the witness that the question is 
just too vague to answer. 

THE WITNESS: It’s not susceptible to an 
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answer. I had numerous inquiries from the press at 
that time, and I can’t respond to any further than 
that. 

BY MR. GICALE: 

Q Were there requests, were they asking you 
opinions on whether certain, on whether actions that 
were being alleged were criminal in nature? 

A Alleged by? 

Q Mr. Hale. 

A And those actions were what? 

Q The allegations against Mr. Clinton. 

A They were not criminal in nature because 
there was no proof of those allegations. I mean, I 
may have responded that there was no proof of those 
allegations. I don’t recall specifically the 
questions in that regard nor the answer. 

Q Did you say there was no proof or did you 
say that the SBA had nothing other than the 
statements and its records? 

A I’m sure I responded that, based on the 
information in our records, there was no authenticity 
to what Mr. Hale was alleging in that regard, in 


1 regard to the President. I’m sure I made that 

2 response. 

3 Q Well, how could you have made a 

4 determination as to whether there was authenticity if 

5 other people, for instance, weren’t interviewed who 

6 may have been present for these conversations? 

7 A I premised it explicitly on information 

8 that we had available to us. All my responses to the 

9 press were premised on information that we had 

10 available to us. I certainly would not speak in 

1 1 terms of information that I had no knowledge of. I 

12 only talked in terms of the information which we had, 

13 which SBA had, when I responded to the press on all 

14 inquiries, whether it was on that subject or any 

15 other subject. 

16 Q Well, did you explain to the press that SBA 

17 had not interviewed people that may have been parties 

18 to conversations? 

19 A On numerous occasions, I explained to the 

20 press what our role was, that we’re not 

21 investigators, that we have no criminal investigatory 

22 responsibility in this matter beyond cooperating with 
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1 the investigators. We conducted no such interviews. 

2 I believe — believe me, I attempted to cut these 

3 inquiries off because we had no ability to respond 

4 based on information that might be in the hands of 

5 other people. I could only respond on SBA 

6 information and that’s all I did. 

7 It was not something that I enjoyed doing, 

8 entertaining questions about information and repeated 

9 questions about information which I had no specific 

10 knowledge of. All I said was, all I talked about was 

11 what SBA had and what SBA’s position on that 

12 information was. I could not speak to anything else. 

13 MR. GICALE: I have nothing further at this 

14 point — just one minute. Off the record. 

15 (Discussion off the record.) 

16 BY MR. GICALE: 

17 Q With respect to these media contacts, did 

1 8 you coordinate these with your press office? 

19 A Yes. 

20 Q Or they left it up to you at this point? 

21 A I coordinated with the press office. They 

22 would refer calls to me. I would let them know who 
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1 had called and what the responses were. 

2 Q Did they assist you in preparing responses 

3 to the press? 

4 A Not beyond the most fundamental 

5 assistance. They viewed it primarily as a legal 

6 matter, the nature of the inquiries and so they were 

7 only too happy to have me do the responding. 

8 Q Did they indicate to you that they had been 

9 consulting with people at the White House about how 

10 this matter should be responded to? 

1 1 A No, not at all. 

12 Q And you never had any contacts with the 

13 White House; correct? 

14 A That’s correct. 

15 Q And you’re not aware of your agency having 

16 any contacts with the White House with respect to — 

17 A To the media? 

18 Q To the media. 

19 A Not that I’m - in this regard, not that 

20 I’m aware of, no. 

21 Q What do you mean, "in this regard"? 

22 A The premise for the request for 
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Mr. Eggleston, I believe, for the documentation was 
to, initially on I became aware of that after, and 
the aftereffect was to respond to media inquiries, 
but that’s the only connection that I’m awai£ of with 
the White House with respect to the "media" in this 
case. There was no attempt to influence my responses 
to the press from the White House nor from our own 
office of public communications. 

Q Who was it that designated you as the 
person to respond to the press inquiries on this? 

A I believe, and it’s hard for me to recall, 
that it was the head of the office of public 
communications who did that. 

Q Who was that? 

A Can we go off the record for a second? 

(Discussion of the record.) 

THE WITNESS: Janis, J-a-n-i-s, Kearney 
K-e-a-r-n-e-y, I believe is the spelling. 

BY MR. GICALE: 

Q Okay. And how was it that she designated 
you as the spokesperson on this issue? 

A On a very informal basis, will you handle 
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these inquiries since they are of a primarily legal 
nature, and I said yes. 

Q Now, did you discuss your designation to 
handle these matters with Messrs. Spotila and Bowles? 

A Not that I can recall. It would have 
only — there would have been general knowledge 
within the agency that I was the poor, unfortunate 
soul that was designated to handle the press 
inquiries and perhaps they would have known under 
those circumstances but not on a formal basis at 
all. Everyone was referring the press to me at that 
point. 

MR. GICALE: I have nothing further. 

(Recess.) 

EXAMINATION 

BY MR. IVEY: 

Q Good afternoon. My name is Glenn Ivey. 

I’m going to ask you some follow-up questions along 
the lines of Mr. Gicale’s line of inquiry. I wanted 
to start with the media issues that Mr. Gicale 
inquired about. I’ve got a document here. Its Bates 
stamp number, OIC 1030. It is a memorandum from 
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Steve Irons, who is an FBI agent, 1 believe, in 
Little Rock back in the ’93 era to the SAC in Little 
Rock. It’s dated 10/1/93. In particular, the second 
paragraph of that "writer mentioned the media reports 
of SBA spokesman Techler’s," T-e-c-h-l-e-r, "comments 
concerning the case and noted Teckler was not helping 
matters by stating certain activities were not 
criminal in nature when he did not have all of the 
facts. Seay advised she had spoken to SBA in 
Washington (possibly Mark Stephens), and understood 
officials from the White House had urged SBA to make 
such a characterization due to the mention of 
Whitewater development in some news accounts and 
White House desire to avoid any inference that 
criminal activity could have occurred in relation to 
Whitewater development and Hale’s company." 

Now, did you receive any instructions at 
all from the White House or anyone else for that 
matter to characterize activities with respect to SBA 
and CMS in any particular way? 

A No, 1 did not. 

Q Were you aware of or did anybody relay any 
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White House desire to avoid any inference of criminal 
activity that could have occurred in relation to 
Whitewater Development and Hale’s company? 

A No. 

Q Do you know Steve Irons? 

A No. 

Q Do you know what article he’s referring to 
or what interview he might have been referring to? 

A I can’t tell from that memorandum. 

Q Now, I think you testified a moment ago 
with respect to the issue of discussing whether 
matters were criminal in nature or not, it’s 
difficult for you to do that in the absence of any 
type of specific direction as to what the allegation 
may have been? 

A That’s correct. 

Q But is it fair to say that you didn’t make 
any attempts to mislead the media in responding to 
their inquiries? 

A Yes, I attempted to be as truthful and 
straightforward as 1 possibly could be with the 
media. 
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Q And did you make clear in speaking with the 
media representatives who were inquiring about 
criminal matters that SBA was not involved in any 
type of criminal investigation? 

A Yes, I attempted to do so in every case for 
the sake of clarity. 

Q And to the extent that you did give answers 
to the media with respect to CMS, were those answers 
based entirely on information within the possession 
of the SBA that was in your knowledge? 

A Yes. 

Q And did you make that clear to the media? 

A Yes, I did. I tried very explicitly to let 
the media know that it was based exclusively on SBA 
information and all my responses were based only on 
information which I knew of, not built on speculation 
and not on information which I had no knowledge of. 

Q And would it also be fair to say that the 
SBA had a significant amount of information with 
respect to CMS? 

A Yes, we had all of CMS records at our 
disposal. We had all of the past reports which CMS 
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had filed since it became an SSBIC in 1979. We had 
examination reports at our disposal for every year 
that CMS was examined, and I believe they were 
examined every year since 1979 from the time that 
they became an SSBIC to the time that they were 
placed in receivership by our own personnel, examined 
by our own personnel. So we had all that 
documentation at our disposal but we — 

Q It’s sort of a broad estimate of the volume 
of that documentation would be thousands of pages, 
tens of thousands? 

A Not tens of thousands, thousands would 
probably be accurate. Again, I’m not the person who 
prepared the documents. 1 believe Mark Stephens 
could probably give you an exact number of pages, but 
I think my understanding of it is an approximate 
number would be in the thousands range. Documents, 
pieces of paper. 

Q You also were asked here today a number of 
questions about Mr. Hale’s allegations with respect 
to Mr. Clinton, and I believe that you said that you 
informed the media that based on the information 
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you’d seen within the SBA that you hadn’t seen 
anything to substantiate those allegations? 

A Yes, 1 did, and I was very careful to say, 
based on information which I had seen, I had nothing 
which would substantiate those allegations. The SBA 
had nothing which would substantiate those 
allegations. 

Q And did you also say that to the media? 

A Yes, to the media, those were my responses. 

Q Okay. And by that, I mean that you told 
them that based on the information that you were 
aware of in the SBA? 

A Correct. 

Q And you testified, we called it as we saw 
it, we called it straight. And by that 1 take it you 
tried to give honest answers to the media? 

A Yes. 

Q You didn’t try to mislead the media in any 
way? 

A Not at all. 

Q That there was no pressure on you from the 
White House or any other source to mislead the media 
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or steer them any direction which would have been 
incorrect? 

A Not at all. 

Q And that you simply just tried to tell the 
truth and give them the facts as you knew them? 

A Yes. 

Q You said you also, you’d handled media 
contacts in other situations. Did you handle media 
inquiries for the WEDTECH case? 

A 1 don’t think so. I may have had one or 
two contacts at that time. That’s not an area, the 
program area out of which the WEDTECH case arose was 
not an area of my direct responsibility. I was not, 
thankfully, involved in any of the decisionmaking 
that surrounded that case. It’s -- I do not have any 
specific recollection although it’s possible if 
someone searched media statements about WEDTECH that 
my name as a spokesperson could have — could arise. 

I just don’t recall it. That was a long time ago. 

But I was a deputy general counsel at that time so 
it’s in that context it’s possible, but it’s very 
unlikely in my estimation that I had any direct 
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1 involvement with the media in WEDTECH. 

2 Q Okay. But you had handled media inquiries 

3 in other cases? 

4 A Oh, yes, yes. 

5 Q And 1 take it that there is nothing unusual 

6 about that? 

A No. No, in fact, it happened more than 1 

8 wished it would. 

9 Q So for cases similar to the CMS case in 

10 which there were significant or perhaps complex legal 

1 1 issues involved and perhaps some movement in the 

12 legal processes such as receivership, that the agency 

13 communications and general counsel’s office all 

14 thought that it would be appropriate to have someone 

15 with a legal background responding to press 

16 inquiries? 

17 A Often. Often. 1 can give you examples or 

18 an example or two if you wish, but that was, it’s 

19 general, from administration to administration it’s 

20 generally been the practice when there is legal 

21 implications to have media responded to by the 

22 general counsel’s office. 

~ 108“ 

1 Q I’m sorry? 

2 A Go ahead. 

3 Q So that would have been true during the 

4 Republican administration as well? 

5 A Yes, it was. There was an inquiry in the 

6 Bush Administration about the President’s son being 

7 involved in an SBIC in the Silverado banking scandal 

8 and we were the appointed office for purposes of 

9 responding to media inquiries in that regard. With 

10 WEDTECH, I’m sure people in our office responded on 

11 legal implications, if it wasn’t me. People with 

12 knowledge of the case would have been appointed to 

13 respond. 

14 I’m just basically telling you what normal 

15 procedure is without any specificity as to who or 

16 what, because I don’t know it for a fact. But that 

17 is the normal procedure, from time to time, 

18 administration to administration, when there are 

19 complex legal issues. We are responding now on the 

20 Adarand case on behalf of the agency, where the 

21 programs are affected but — the Supreme Court case 

22 which has affected our programs. We’re thought to be 
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in the best position to respond to questions on 
that. 

We’ve got any number of cases where we’ve 
denied eligibility for loans that have been 
publicized over the course of time where the reasons 
are regulatory in nature for the denial of 
eligibility but because there are regulations 
involved and interpretations of regulation, the 
general counsel’s office is the office which makes 
the response to the media, which the media calls and 
says why did SBA deny this person assistance. 

So it’s not uncommon and I don’t mean to 
overplay the response to the question, but it’s 
surprising that one would characterize the general 
counsel’s office’s involvement in the case as 
inappropriate in any way to me in terms of responding 
to the media. After all, it was a legal matter. 

Q I can certainly understand your view, and 
you may recognize as well that, you know, an 
investigator with the FBI might see things in a 
different way than the SBA might? 

A I do. And I’ve had a lot of experience 

110 

with investigators from the FBI before in other cases 
where we’ve had criminal involvements in SBA programs 
and I’m aware that things, memoranda, in the context 
of a general investigation produced by one individual 
may not even reflect the position of the Justice 
Department or the FBI. It’s just one person’s 
memorandum. I am surprised that that memorandum 
which you showed me exists basically, but - 

Q Well, certainly no one from the FBI or the 
Justice Department called and said, you know, 

Mr. Teckler, could you please stop making certain 
statements to the press? 

A No one called me and I’m surprised by the 
content of the memorandum. It’s the first I’ve heard 
of it. 

Q Let me go back to May of 1993. That’s your 
recollection, that Mr. Bowles was confirmed sometime 
in early May of 1993? 

A Yes, it’s an identifiable fact. I’m just 
not sure of the specific day, but I was at the 
confirmation hearing the day before and I recall that 
it was on a Thursday and that he was actually sworn 
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in on a Friday, if I’m not mistaken. 

Q Did you meet Mr. Bowles at the hearing 
room? 

A Only in passing. I had been part of the 
review of his materials in my normal functions prior 
to his confirmation from the standpoint of reviewing 
his financial statements and responses to the 
questionnaire by the Senate Small Business 
Committee. So I knew him prior to his confirmation, 
but at the hearing itself I nodded to him and to his 
wife in passing and basically wished him well. 

Q Okay. So you didn’t come to the hearing 
with him? 

A No, not at all. 

Q You know that — did you see his family 
come with him? 

A Yes. 

Q And you didn’t discuss the referral with 
Mr. Bowles and by "the referral, " I mean with respect 
to CMS until after he was confirmed? 

A Correct. He became the administrator of 
the agency and it was o nly after that. 

112 

Q I’m sorry? 

A It was only after the confirmation. 

Q Now at the time the referral was sent out, 

SBA also sent a letter to Mr. Hale notifying him that 
his case had been referred to the Office of the 
Inspector General. First of all, were you aware of 
that? 

A I don’t recall it. It’s not abnormal. It 
would have been normal procedure to communicate with 
the licensee and advise the licensee, in this case 
the SSBIC, that this action had been taken. If that 
was a letter, I’m surmising it would have been sent 
by Mr. Foren. 

Q So that this was typically done at the time 
a referral was sent out or roughly at the time a 
referral was sent out, the licensee would be notified 
that he was being referred to the Inspector General? 

A Yes. 

Q Do you know if that’s still the practice 
now? 

A I’m not aware that the practice has 
changed. I’m just not aware of cases since then that 
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have occurred so I couldn’t speak to them. 

Q Now, it was about that time — well, let me 
ask you about Mr. Bowles’s conversation with you 
about his desire to essentially recuse himself from 
the case. Now, if I understand your previous 
testimony, you said that he did not direct the 
investigation with respect to CMS? 

A Did not direct any of the SBA efforts. 

Again, the "investigation” is probably a misnomer in 
this regard. I mean, did not direct any of the — we 
examine, we don’t investigate. Our IG investigates 
or in this case, referred the matter to the Justice 
Department for investigation. So you really have to 
separate those two functions in terms of what SBA 
would do. He did not direct the SBA’s pursuit of its 
responsibilities from that point forward. He did not 
involve himself in the case. And that’s what I mean 
by disassociating himself from the case. 

Q So he left the strategic decisions with 
respect to SBA’s handling of CMS, he left those 
decisions to you and Mr. — 

A And Mr. Foren and Mr. Stephens and career 
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people who had been involved in the case prior to his 
coming on board as he formally would, as any 
administrator normally would. 

Q And is that the essence of what he conveyed 
to you? 

A Yes, just pursue it as you would any 
other — appropriately, vigorously and appropriately. 

Q Now, is your recollection of that 
conversation, the discussion with Mr. Bowles about 
that connected to media inquiries at all, by that I 
mean did that conversation come in conjunction with 
media inquiries or quotes in the paper about Hale, 

Hale’s allegations with respect to the 
administration? 

A It was not connected. I mean, there had 
been some. The great majority of those types of 
allegations occurred after Hale or at the time Hale 
was being indicted, Hale’s allegations, that is. So 
there really wasn’t the awareness of the argument 
about the President that I knew of at that point. 

And I can’t say what was in Mr. Bowles’s mind at that 
point. 
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1 I think there was some, there had been some 

2 allegations or some media inquiries about Hale and 

3 his being located in Little Rock and so on and so 

4 forth. And I think that’s what really stimulated the 

5 explicit instruction to just go ahead and do what you 

6 normally do and pursue it vigorously and pursue it 

7 appropriately. But you’d have to ask Mr. Bowles for 

8 what he had in mind when he said that. 

9 Q And your recollection would be that this 

10 would have, he would have given that direction 

1 1 shortly after coming to — 

12 A Yes. 

13 Q Shortly after his confirmation? 

1^ A Yes, to both us and the general counsel’s 

15 office and to Mr. Foren, although I can’t speak for 

16 Mr. Foren. He was the head of the program, it was 

17 his responsibility to get that money back for the 

18 agency as much as it was ours. 

19 Q Now, at about this period or during this 

20 period of time, do you know if Mr. Bowles was having 

21 conversations with Mr. McLarty at the White House? 

22 A I know of no such conversatio ns myself. 

FT <T 

1 Q Did Mr. Foren ever mention any such 

2 conversations to you? 

3 A Not that I can recall. 

4 Q What type of relationship did you have with 

5 Mr. Foren, did you work fairly closely with him? 

6 A On a daily basis. 

7 Q You saw him daily? 

8 A Again, keeping in mind what my 

9 responsibilities are in that office, I was not only 

10 acting general counsel at that time but the office 

1 1 that I head, subordinate attorneys, a specific office 

12 that I head deals with that program as well as other 

13 financial programs. So it’s a daily kind of 

14 interaction giving advice on this as well as many, 

15 many other cases to Mr. Foren when he would inquire 

16 for it or we would have an obligation to produce 

17 things for him from the standpoint of opinions or 

18 reviews of documents or any other of the normal 

19 events which would occur with respect to this 

20 program. 

21 This was just one case of many, many that 

22 were involved with the SBIC program and the SSBIC 
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program at that time although it was a case, became a 
case of high visibility. 

Q And Mr. Stephens worked with Mr. Foren and 
you — 

A Mr. Stephens’s responsibility is one of 
conducting the liquidation. Once an SBIC or an SSBIC 
is put into a liquidation status, it means that 
they’re no longer an active company and we have 
decided that, for whatever reason, our investment in 
that company is at risk and we seek to get the money 
back under those circumstances and we seek that in a 
number of ways. 

Sometimes there’s a receivership instituted 
in court. Sometimes it’s a voluntary liquidation on 
the part. SBIC. When liquidation occurs, Mr. 

Stephens’s particular office that he heads takes over 

the responsibility of doing the liquidating, whether 

it’s a receivership or whether it’s voluntary or 

whatever the case, from a legal standpoint. And he 

coordinates with his counterparts in what was 

Mr. Foren’s office, the Office of the SBIC Program, 

who are in liquidation to attain that result. 
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Q Is it fair to say that in May of ’93, 
particularly at the time that the case was referred 
to the Inspector General, would it be fair to say 
that Mr. Stephens was working fairly closely with 
Mr. Foren and his staff, as were you? 

A Yes, it was becoming clear that it was 
likely that there would be a liquidation and we were 
working in that direction, and we came to that 
conclusion eventually and there was a liquidation of 
the company. 

Q And you and Mr. Stephens were seeing 
Mr. Foren on virtually a daily basis? 

A That would be extreme. A lot, if not 
daily, often. And keep in mind we have any number of 
cases in liquidation, so we were seeing Mr. Foren on 
other things as well and this was not occupying the 
full attention of either of our offices. This was 
just one case, but it became a case of high 
visibility. Occupied more of my time than I wished 
it would from the standpoint of responding to media 
eventually and other things, but Mr. Stephens was 
heavily involved in this case although he was 
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1 pursuing other cases as well. 

2 Q Okay. So during this period, your 

3 recollection is that you didn’t hear any type of 

4 mention about Mr. Bowles meeting with Mr. McLarty or 

5 anyone in the White House? 


6 

A 

No. 

7 

Q 

With respect to this case? 

8 

A 

No. 

9 

Q 

Not from Mr. Foren? 

10 

A 

Not that I recall. 

11 

Q 

Okay. And that would be true for Mr. 

12 

Stephens and Mr. Shepperson as well? 

13 

A 

I believe but you’d have to ask them. 

14 

Q 

I mean just what you heard? 

15 

A 

Oh, that I’ve heard from them about this. 

16 

Q 

Right. 

17 

A 

No, I did not. I do not recall any such 

18 

conversation. 

19 

Q 

Now, at the time that you spoke with 

20 

Mr. Bowles initially with respect to CMS, would y 

21 

characterize his knowledge of the CMS case as 

22 

thorough or less so? 
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1 A Less than thorough. I can’t speak for 

2 anybody else in terms of having provided him with any 

3 background information on CMS, but we didn’t prior to 

4 that meeting. I didn’t. And I don’t think his 

5 knowledge was thorough in terms of - in fact, I 

6 don t even think he knew what a receivership would be 

7 or he had some familiarity. He was in finance with 

8 the SBIC program, but he certainly didn’t have an 

9 in-depth knowledge of the SSBIC or the SBIC program 

10 at that time. He was just confirmed and appointed as 

1 1 administrator of the agency. 

12 Q So he was new to the job, still trying to 

13 get a grasp, get his arms around the agency and all 

14 the cases and issues that were -- 

15 A Yes, and it was in that context that he was 

16 advised of this case. You have a new person taking 

17 charge of an agency where the career people have been 

18 working a case for a period of time in the general 

19 counsel, I’m the acting general counsel, it’s my 

20 obligation to let him know what cases are within the 

21 agency which have some sort of visibility. There 

22 were some media inquiries. There was a lot more 
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after that point in time. But there were already 
some media inquiries about this matter emanating from 
Arkansas. So, you know, it was in that context that 
he was advised of the case. 

Q But he wasn’t — I guess my understanding 
from what you said so far is that he did not, he was 
advised generally so that he’d be prepared to address 
press inquiries, but — he didn’t have a detailed 
knowledge of what was going on? 

A Correct; or address people under his 
supervision who -- everybody in the agency is under 
his supervision. He’s the head of the agency, to 
address media inquiries, do their jobs with respect 
to the case. Other administrators in similar 
situations became more involved in cases in terms of 
wanting to know on a minute detail, basis of what was 
going on with a particular case. In the WEDTECH 
area, for example. 

Administrator Abner, who inherited the case 
which had already broken under a previous 
administrator, was very concerned about the media 

attention being devoted to the case on behalf of the 
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agency, and rightfully so, he’s the administrator of 
the agency. He’s responsible for the agency’s 
perception in the public. And it’s not uncommon to 
have people on an administrator’s staff inquire 
what’s going on with this case on behalf of the 
administrator. 

Administrator Bowles didn’t involve himself 
past a certain point. I think he sensed a 
sensitivity about the fact that this was a case where 
there had been some media concern emanating from 
Arkansas, from what was going on in Arkansas and the 
allegations which became more and more prominent as 
time went on and he sensed that it was not 
appropriate for a political appointee to be construed 
as in any way influencing people who were responsible 
for pursuing the case. So I think he took 
extraordinary steps in that regard to disassociate 
himself from that kind of perception. 

Q It’s interesting that you raised the add -- 
former Administrator Abner’s role in the WEDTECH 
case. I, just out of curiosity, would it be your 
view that even though he was involved in the WEDTECH 


7735 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


123 

matter that that was not inappropriate? 

A Well, I may have misspoken. He was not 
involved from the standpoint of having involved 
himself in what became the controversy of the WEDTECH 
matter. It broke prior to his becoming 
administrator, but he was heavily concerned with the 
media coverage and the Congressional inquiries with 
respect to WEDTECH which ensued. My recollection is 
that our general counsel at that time was called 
before the Senate Government Operations Committee to 
defend what the agency did with WEDTECH, for 
example. And Administrator Abner was very concerned 
with that. 

MR. GICALE: Unless it relates, I would 
object at this point. 

THE WITNESS: It’s just an example of how 
other administrators perceived their responsibilities 
and I was just giving it as an example. 

BY MR. IVEY: 

Q Yeah, I guess the objection is on the 
record so let me state the reason I raised it on the 
record. I mean, we'r e essentially laying out 
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standards of conduct by which Administrator Bowles or 
former Administrator Bowles would be judged in the 
way he handled a variety of things, and I think this 
deposition is several others that we’ve done have 
made that crystal clear. Recusal, the gaining of 
information with respect to press and media inquiries 
and whether that’s appropriate or not. Have 
certainly been matters in this deposition and 
others. 

And if we are going to judge him based on 
his role in those activities, I think there needs to 
be a standard of judgment for that. I don’t think 
it’s necessarily unfair to look at the way other 
administrators have handled it particularly since it 
was, you know, an example raised by this witness. 

But in any event — 

MR. GICALE: Just to finish, just — my 
position on the objection is just that other than 
going into the standards and I think the witness has 
testified he did offer that as a comparison in terms 
of information. And I think that that is in the 
record. My objection was to going into further 
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detail about that case because I think it’s beyond 
the scope of what we’re getting into. For the 
purpose of saying it was a standard in comparing it, 
you know, that’s one thing, but to go beyond that, I 
think we started to get a little far afield. 

THE WITNESS: I’ll try to restrain myself 
to answer the questions. 

MR. IVEY: No, I thought your answer was 
perfectly appropriate for the reasons I stated. I do 
think it was a fair statement of showing a comparison 
for Mr. Bowles’s behavior and other administrators’ 
behavior under similar circumstances in high profile 
cases that had political implications. 

That means I can’t go into Silverado, 
right, Lou? 

MR. GICALE: You want to compare standards, 
go ahead, ask him about standards, I just don’t think 
we should get too far afield. 

(Pause.) 

MR. GICALE: Just for the record, the 
witness did mention the Silverado case as well. 

THE WITNESS: Can we go off the record for 


126 


a second? 

(Discussion of the record.) 

BY MR. IVEY: 

Q Now, with respect to the recusal of 
Mr. Bowles, you were asked some questions about the 
August 9 memo from Mr. Foren to Mr. Bowles. I guess 
the implication being that these contained 
information that would not have been appropriate for 
someone who had recused himself from the matter. 

Now, the August 9 memo, if I understand it 
correctly, dealt with the matter of receivership with 
respect to CMS? 

A May I review the memo again? 

Q Certainly. 

(Witness reviewed the document.) 

Q So let me rephrase the question. What’s 
your understanding of what the August 9 memo deals 
with generally? 

A Well, it was a status of the case at that 
time and it was that we were moving rapidly toward 
placing the company in receivership and at that 
point, I can’t put what Mr. Foren might have been 
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1 thinking into words. And it’s hard for me to recall 

2 explicitly what I was thinking, but I would think 

3 that I was thinking, by countersigning that memo, 

4 which I did, that it was a status report and that we 

5 were about to have, we were about to, based on 

6 information which we had discovered over the course 

7 of the summer, take action to place Capital 

8 Management into liquidation and receivership. 

9 Q Now, by August 9, would it be fair to say 

10 that CMS had become a source of media interest? 

11 A Yes. 

12 Q And would placing CMS in a receivership 

13 have been a major event that was likely to trigger 

14 even more media inquiries? 

15 A Yes, and in fact it did. 

16 Q Now, so would it have been important, in 

17 your view, for the administrator to have some idea 

18 that that type of a major event was forthcoming so 

19 that in the event that he did receive media 

20 inquiries, he would be able to at least provide some 

21 sort of response to the media? 

22 A Absolutely. This is the placing of Capital 
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1 Management into receivership and the indictment of 

2 Mr. Hale in a short period of time, almost consistent 

3 with each other, triggered a tremendous amount of 

4 media inquiry. It’s eventually what triggered the 

5 inquiry from Chairman LaFalce, who was chairman of 

6 our oversight committee. It was, for those of us who 

7 were working this case, who had worked similar cases 

8 in the past, not necessarily in this program but in 

9 other programs, what would ensue was known at that 

10 point. It was inevitable that these things would 

1 1 happen. 

i 12 So I think, again, it’s impossible for me 

13 to say what Mr. Foren was thinking and to go back and 

14 place myself in August of 1993 is impossible as well, 

15 but I’ve got to say at this point that we were 

16 advising him that this was going to happen so that he 

17 would know that this was going to happen and the 

18 agency, the whole agency would be properly prepared. 

19 He was the head of the agency. This was not 

20 something where we were soliciting his advice or 

21 consent. This was something where we were advising 

22 him of what was going to happen. 
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Q And is it fair to say that after he 
received the August 9 memo, neither you nor Mr. 

Stephens received any direction from Mr. Bowles with 
respect to the direction of the agency’s strategy 
with respect to CMS? 

A Correct. 

Q There was no attempt to impede or influence 
your activities whatsoever? 

A Not that I’m aware of at all. 

Q Now, take a look at the September 21 memo? 

A Can we go off the record for a second. 

MR. IVEY: Certainly. 

(Discussion of the record.) 

BY MR. IVEY: 

Q I’m sorry. Before we go to September 21, 
let me ask you about the August 9 memo and the 
version that we’ve been given, there’s a draft 
indictment attached to it. I cannot represent that 
that was attached to the actual memo, but did you 
have any sense at the time of the memo, August 9, 

1993 that an indictment of Mr. Hale was a 

possibility? 

130 

A Again, it’s impossible for me to place 
myself back to that point in time, but knowing what I 
know now and knowing what I knew then, I knew that we 
had received a copy of a draft indictment which had 
been furnished to Mr. Hale by the U.S. Attorney’s 
office I believe in Little Rock, and we were certain 
at that point that he would be indicted. They were 
trying to negotiate — he was trying to negotiate 
through his attorney with the law enforcement 
authorities over the content of the indictment and we 
were aware of that. 

And so we knew that there would be media 
inquiries about his indictment since the indictment 
centered on SBA’s programs. Again, there was a need 
for the agency as an institution to know what was 
going to happen, the head of an agency to know what 
was going to happen with the agency’s programs and 
someone who was going to be indicted for violating 
the law with respect to the agency’s programs so I 
believe that was why that memorandum was drafted. 

MR. GICALE: Off the record. 

(Discussion of the record.) 
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BY MR. IVEY: 

Q And just for the record, we were looking at 
Exhibit Teckler 1, which is essentially a compilation 
of documents from Wayne Foren, and within that 
compilation we were referring to an August 9 memo 
from Mr. Foren to Mr. Bowles within the Foren 
compilation that is Exhibit O, and now I want to go 
to Exhibit P within the Foren compilation. A 
September 21 memo from Mr. Foren to Mr. Bowles. I’d 
ask you to take a look at that, Mr. Teckler. 

(Witness reviewed the document.) 

Let me ask you the same questions 
essentially that 1 asked about the August 9 memo. 

After this memo went to Mr. Bowles, did you receive 
any types of instructions from Mr. Bowles or anyone 
else in the agency to change the course of your 
activities, to delay your activities, was there any 
attempt to impede your activities whatsoever? 

A None whatsoever. 

Q And this September 21 memo 1 believe 
addresses the forthcoming indictment of Mr. Hale? 

A It primarily addresses the receivership 

132 

having occurred and our expectation that there would 
be an indictment and, again, I believe that to be in 
the nature of a status report. I received a copy of 
it, but I didn’t countersign that one that I’m aware 
of. It doesn’t indicate on the copy that you have. 

Q Okay. Well, the receivership issue was 
already public information at that point? 

A Correct. 

Q That would have been completed by filing 
documents? 

A Correct, I believe. 

Q In a court? 

A That happened on September 15th, if I’m not 
mistaken. 

Q So this doesn’t contain, that part of it 
doesn’t contain any information that wasn’t within 
the public domain? 

A No, just in context, it’s just a status 
report. 

Q And the forthcoming indictment, 
paragraph -- 1 guess that’s a paragraph down here at 
the bottom of the first page of this exhibit refers 
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to an indictment that was actually obtained I believe 
two days after this memo is dated, September 23rd, 

1993? 

A That would be about right. 

Q And would that have also been considered a 
major event that might have triggered additional 
press inquiries? 

A We were already receiving media inquiries. 

Hale, my understanding is and I don’t know this for a 
fact myself, was leaking information to the press at 
that - prior to that point, the point of the 
preparation of that memo. And we were receiving 
inquiries about the information at that point. There 
was an expectation that once he was indicted, we 
would receive even more inquiries. Again, keep in 
mind the indictment was based on violation of 
statutes that are relevant to SBA so we were the 
aggrieved party of his criminal behavior at that 
point or his alleged criminal behavior, I should say. 

Q Now, to the best of your knowledge — well, 
did you provide any additional details beyond these 
two memoranda to Mr. Bowles? 
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A Not that I recall. 

Q And did you feel it was appropriate that he 
at least have sufficient information to be aware of 
the status of the investigation? 

A Yes. Again, the word "investigation" is 
probably inappropriate in this context and I don’t 
mean to correct you. 

Q Well, it’s a fair correction and I guess - 

A Status of our position in the matter is 
probably more accurate. 

Q My time as a prosecutor is betraying me 
here. I apologize. With respect to the CMS case, 
your handling of that case? 

A Correct. 

Q Now, with respect to the inquiry from 
Congressman LaFalce with respect to CMS, that 
occurred somewhere around on or about November 4, 

1993? 

A The letter was dated - I believe the 
letter of inquiry was dated November 4th. 

Q Was there ever any question in your mind 
that it would be inappropriate to respond to 
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Congressman LaFalce, then Chairman LaFalce’s inquiry 
by providing the report he requested as well as 
documents from the files of the SBA? 

A No. 

Q And why is that? 

A He was the chairman of our oversight 
committee. The chairman of our oversight committee 
has, by virtue of the Small Business Act and also by 
virtue of his charter, the right to obtain 
information from the agency of this nature upon 
request. And we respond accordingly as a matter of 
course under our procedures. And so I had no doubt 
that he was entitled to the information. 

Q Did you also, not just in this case but in 
other cases, did you provide information to 
Congressional committees? 

A We will provide, as we have in this case, 
upon appropriate request generally from the 
chairperson of a committee a report of this nature on 
any subject matter that the committee might be 
inquiring which is within our jurisdiction. 

Q Now, the privacy legend that was at the top 
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of that November 15 report that SBA sent back to 
Congressman LaFalce, is it your testimony that that’s 
routinely put on documents that are sent to Congress? 

A It is routine. The concern is that the 
material was solicited by the chairperson for the 
committee’s purposes in this case, and that it be 
kept in confidence and not disseminated outside of 
the jurisdiction of the committee. So we put the 
legend on to remind the recipient of the information 
of that responsibility. 

Q So it’s your understanding then that 
sending this type of documentation to a Congressional 
committee is not a violation of confidentiality that 
that legend is intended to address. It would be a 
concern about further dissemination outside the 
committee? 

A That is correct. 

Q Now the list of attachments that was 
connected with that document production for 
Congressman LaFalce, did you say that you’d had a 
chance to look at that at all? 

A Subsequent, not prior to the submission. 
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Q Subsequently, you’d seen it? 

A Correct. 

Q And that you’d had a chance to look at the 
materials that were provided to Congressman LaFalce? 

A Yes, in a general sense, not page by page, 
but certainly was aware of the nature of the 
materials that were provided. 

Q And these were the same materials that were 
provided to Mr. Eggleston at the White House? 

A That’s my understanding. 

Q And it was your understanding that sending 
those materials did not violate the Privacy Act? 

A Sending the materials to -- 

Q Congress and to the White House. 

A Both? Yes. 

Q Let me ask you some questions about 

Mr. Spotila. With respect to this transfer of 
documents to the White House. Now, it’s your 
recollection that you have not had a specific 
conversation with Mr. Spotila but that there was a 
general conversation at some point about when it 
would be appropriate to send documents to the White 

138 

House? 

A Mr. Spotila, in discussions with me, has 
maintained that he thought we had a conversation 
about providing information upon request to the White 
House, which was another federal agency for purposes 
of coverage of our procedures on provision of 
information, and that’s the extent of my recollection 
of what he said. I do not recall a specific 
conversation with respect to this transmission of 
documents to Mr. Eggleston prior to the time that the 
documents were transmitted to Mr. Eggleston. In 
fact, I was — 

Q You were out of town? 

A 1 was out of town, I must say not on the 
day that the transmission occurred, but I was out of 
town on the 15th and it’s my understanding that the 
transmission occurred on the 16th. But I was out of 
town the week before. As a matter of fact, he was 
with me in Florida and he came back and he was back, 

I stayed an extra day and came back the 15th to 
Washington, was in the office the 16th. 

Q So your understanding, then, of the 
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conversation with Mr. Spotila was not that he said 
that he had a stack of documents that he asked you to 
look at and approve? 

A That’s correct. 

Q But just that he’d had a general 
conversation with you? 

A That’s correct. I never reviewed those 
documents from the standpoint of looking at them 
before they were submitted to Mr. Eggleston, 
transmitted to Mr. Eggleston, nor did I sign off on 
the cover letter or transmission letter from the 
standpoint of a clearance. 

Q And did he mention that his understanding 
was that the materials that were sent were not 
particularly sensitive? 

A My understanding is, based on subsequent 
conversations to November 24th, that he inquired of 
Mark Stephens, who was the person who prepared the 
materials, as to whether there was any particular 
sensitivity to that material that would cause them 
not to be transmitted, and satisfied himself that 
there wasn’t but you’d have to ask him about that 
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conversation. I mean, this is hearsay from me and 
it’s really not fair for me to characterize their 
conversations, but I understand that to be the case. 

Q Is it fair to say, though, that Mr. 

Stephens participated in preparing the production of 
documents both for Congress and the White House? 

A Well, my understanding is and I believe 
this to be correct, and again, you’d have to ask 
Mr. Stephens, but the documents were prepared, copies 
of the documents were prepared as exhibits for the 
report to Congressman LaFalce by Mr. Stephens. The 
same documents ~ copies of the same documents were 
what was submitted to Mr. Eggleston. 

So in that sense, Mr. Stephens prepared the 
material. Now, whether he was — 1 don’t believe 
that he was asked but you’d have to ask him, to 
prepare the materials for Mr. Eggleston. It would 
not be fair to say that. But the same materials were 
given to Mr. Eggleston. So it is fair to say that he 
prepared those materials in that sense. 

Q And do you know if the Justice Department 
was ever contacted by Mr. Stephens with respect to 
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the issue of this transfer of documents? 

A Yes, 1 learned about that subsequently as 
well on November 24th and it’s my understanding from 
that conversation and from subsequent conversations, 
in fact, it recently appeared in The Washington Times 
that Mr. Stephens consulted with Mr. Carver of the 
Justice Department with whom he had had an 
independent contact on related matters. But not on 
this document production as to whether it was 
appropriate from the Justice Department perspective 
and the Justice Department got back to — and I don’t 
know who Mr. Carver may have spoken to within the 
Justice Department, if at all, and Mr. Carver got 
back to Mr. Stephens and requested that Mr. Stephens 
ask Mr. - requested that SBA, and it turned out to 
be through Stephens, requested Mr. Eggleston to 
return the materials. 

Q Okay. So you saw the article in The 
Washington Times? 

A Right. 

Q Which I guess was from Sunday. Is that the 
source of that information or — 
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A No, I knew that, I knew those purported 
facts or that chronology before the article appeared 
in The Washington Times, which I believe was Monday 
of this week. 

Q Now, so did you ever discuss with 
Mr. Spotila, generally speaking, the submission of 
documents to the White House or Congress? 

A Well, in general, I would have briefed 
Mr. Spotila on procedures for transmittal of 
documents, when requested, in our general counsel’s 
office’s involvement in those procedures, not with 
respect to these particular documents however, that I 
can recall at all. 

Q Let me ask you this — 

A Prior to the submission of the documents to 
Mr. Eggleston. 

Q Okay. Let me just set aside any specific 
conversation with respect to Mr. Spotila about these 
documents prior to the time that they were sent 
because you made it clear that you don’t recall 
anything like that. Is that fair to say? 

A Yes. 
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1 Q Okay. When Mr. Spotila came to the SBA, 

2 was there any type of orientation for him? 

A Oh sure, we would have gone over everything 

4 that the office does, he’s the general counsel, after 

5 all. He s the head of the office. I had numerous 

6 conversations with him on various facets of our 

7 responsibilities and on a daily basis would have 

8 conversations with him on particular things which 

9 came to his attention which he didn’t understand, 

10 which I might understand, regardless of program. And 

1 1 I would either answer them or steer him to the person 

12 who could answer them for him in our office or 

13 elsewhere within the agency. 

14 That’s my job to do that for any new 

15 general counsel and I think I’ve served under nine 

16 general counsels since I’ve been deputy general 

17 counsel. So it’s not uncommon at all to have general 

18 conversations on subject matter. 

19 Q Do you recall giving him any guidance, 

20 again, not with respect to this particular group of 

21 documents but generally speaking, with respect to the 

22 propriety or process for providing documents to 
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1 Congress or the White House during that first 

2 two-month period? 

3 A It’s hard for me to recall a specific 

4 conversation, but it’s not unlikely that we generally 

5 discussed it, especially in view of the fact that we 

6 were sending the report to Congressman LaFalce which 

7 we had already sent to Congressman LaFalce when the 

8 Eggleston request came in. There is, as you can see, 

9 there is a general counsel office involvement in 

10 these things regardless of the requester and in this 

1 1 particular case, we were preparing the report or 

12 intimately involved in preparing the report. 

^ The program people were also somewhat 

14 involved but Mark Stephens was the person who 

15 actually compiled the exhibits and numbered them, for 

16 example. So it’s quite possible that we had a 

17 general conversation about the LaFalce report, 

18 inquiries from other federal agencies, inquiries from 

19 the White House in general. I do not recall any 

20 specific, as I said, conversation with respect to the 

21 particular Eggleston request, however. 

22 Q Now, is it fair to say that Mr. Spotila was 
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essentially new to the job as general counsel at the 
time of this document transfer to the White House? 

A Yes. 

Q And is it fair to say that he was not 
intimately familiar with the contents of the 
documents that were provided to the White House? 

A Yes. 

Q And do you know if he had a clear 
understanding at the time the documents were sent of 
how these documents might connect to Hale’s 
allegations against Mr. Clinton? 

A It’s very hard for me to say what 
understanding he might have had. He was two months 
on the job. He had not had the experience of 
developing the case that I had. I had been the 
acting general counsel when the Hale matter arose and 
as it proceeded through the course of that summer. 

So I was much more familiar with it than he was in 
that regard, as a qualitative judgment as to whether 
he would have related the documents which were 
requested to being sensitive or not sensitive 
vis-a-vis the Hale matter and the allegations, I 
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think was your question, which were being made. 

He satisfied himself on conversations with 
Mr. Stephens that it was not, they were not 
extraordinary materials which could not be disclosed 
and that they were not sensitive with regard to 
impeding our ability to pursue the receivership or 
impeding what Mr. Stephens knew of the investigations 
which were on going. 

Q Would it also be fair to say that 
Mr. Spotila was primarily a civil attorney in his 
previous incarnation? 

A I believe that’s correct. I believe that’s 
correct. 

Q And that may be he didn’t have a full grasp 
of the nuances of criminal investigations? 

A That’s possible. I believe that’s probably 
correct. He did not have the experience in the job 
as general counsel at that point which would give him 
insight that perhaps I had into sensitivity or of 
material relative to a particular case, but he 
satisfied himself and correctly so, that it was not 
impermissible to make that material available and the 
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1 material was made available. 

2 Q Now, you were interviewed by the Department 

3 of Justice and the FBI, I believe you said on 

4 November 24th, 199- 

5 A It wasn’t an interview so much as it was a 

6 general conversation just to put it in context and I 

7 don’t want to make a long answer out of this but I 

8 think it’s important. We were scheduled for a visit 

9 by Mr. Mackay who had been appointed very recently to 

10 pursue the "Whitewater matter" for background 

1 1 information. And Mark Stephens had scheduled a 

12 discussion with him for that date and at that time in 

13 our offices to review the program and to review 

14 documents that related to Capital Management, so that 

15 Mr. Mackay could judge whether any of that 

16 information was going to be useful to him in pursuing 

17 his responsibilities. I was not supposed to be in 

18 that meeting, per se. I was available as a 

19 background source if they needed me but it was mainly 

20 something that Mark Stephens had set up with 

2 1 Mr. Mackay. 

22 My understanding is that when Mr. Mackay 
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1 arrived, he was more interested in knowing about the 

2 transmission of the documents to start with than 

3 pursuing — than proceeding with what had originally 

4 been scheduled in terms of background information and 

5 at that point, Mark Stephens came into my office and 

6 asked me to step into the conference room and I did 

7 and Mr. Spotila came into the conference room. Keep 

8 in mind I’m the deputy general counsel, Mr. Spotila, 

9 and the general counsel, and Mark Stephens was our 

10 subordinate and he thought this was a matter of some 

1 1 sensitivity based on what Mr. Mackay was asking him 

12 and he wanted to make sure that we knew of it so we 

13 came in at that point. 

14 It wasn’t an interview so much as a general 

15 discussion of what had taken place. My recollection 

16 is I didn’t do much talking in that meeting and that 

17 Mark Stephens and Mr. Spotila did most of the 

18 discussing because Mr. Spotila had produced the 

19 documents for Mr. Eggleston and Mark had been the one 

20 who had prepared the documents, and the questions 

21 focused on what were the documents and how were they 

22 transmitted and what was the nature of the inquiry 
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that Mr. Eggleston had made to Mr. Spotila. 

Q So part of this meeting then or part of 
Mr. Mackay’s inquiry was the content of the 
documents, what documents were sent to the White 
House and what information they may have 
contained? 

A That’s correct, and, again, without a 
transcript of the meeting or a memorandum of the 
meeting, I don’t know whether you have one or not, 
it’s hard for me to remember, but I do recall he was 
interested in knowing was this clearly material which 
was of a nature which should be kept from third 
parties and we said it was not sensitive material. 

It was information that had already been provided to 
Chairman LaFalce and, in fact, some of the 
information, not in the form of a report, but some of 
the contents of some of the exhibits had already been 
made available to media inquiries and requests and we 
spoke to him about that. 

I should go back. Part of the reason that 
Mr. Stephens sensed that Mr. Spotila and I should be 
in the meeting was Mr. Mackay brought an FBI agent 

150 

with him, Agent Gillis and so we responded to 
Mr. Mackay’s inquiries at that point and said it was 
produced in the normal fashion and, in fact, under 
our procedures, another agency of government, and the 
White House is another agency of government for that 
purpose, could ask for information of this nature 
from the agency. 

The agency would make a determination as to 
how it should be produced and produce it upon a 
reasonable request and my understanding — an 
appropriate request and my understanding in this case 
was that the request was for purposes of responding 
to press inquiries on the fact that we had made a 
report known to or made a report available to 
Congressman LaFalce, and that the White House 
representatives had seen an article in the paper 
which so stated and so. 

And so they wanted to know, to be prepared 
to respond to press inquiries and that is something 
which was deemed by Mr. Spotila under our procedures 
to be a legitimate request and so he produced the 
documents in that context and that’s what we 
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discussed with Mr. Mackay that day. 

Q So I take it, then, recognizing this was 
almost two years ago to the day, so you know your 
memory is not going to be perfect obviously but 
generally speaking, is it fair to say that your sense 
was that at the time of this meeting, Mr. Mackay did 
not know what was in the documents that had been 
given to the White House? 

A Yes. 

Q So at the time that Mr. Stephens was asked 
to retrieve the documents, there would not have been 
a knowledge on the part of the Justice Department 
apparently as to what the contents of those documents 
were? 

A I believe that’s correct. 

Q Is it fair to say that they were mostly 
concerned with the appearance of providing documents 
to the White House? 

A I’m not sure what their concern was. It 
was never related directly to me. I believe that 
might have been of concern. Subsequent to that time, 

Mr. Stephens mentioned to me that Mr. Carver 

152 

mentioned the fact that there was a confidential 
statement placed on the report and therefore should 
be confidential, and that that might have been the 
reason why he requested that they be retrieved from 
the White House. 

The fact of the matter is that that 
confidential statement is a routine statement which 
was placed on similar reports and does not mean that 
the same report could not be disseminated to a proper 
appropriate requester, but I don’t know what was the 
reason for requesting us to get the documents back, 
if you will. 

(Discussion of the record.) 

BY MR. IVEY: 

Q Now, you testified earlier that you would 
like to think that you would have raised concerns 
about the appearances of this document transfer to 
the White House. Is it fair to say that, you know, 
without the benefit of hindsight, that this might not 
have been an issue that jumped out at a relatively 
new general counsel who was simply making an attempt 
to meet a request by the White House to receive the 
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same documents that had been provided to Congress? 

A Yes. 

Q Would it also be fair to say that despite 
the appearances issue, that the documents that were 
provided to the White House did not contain sensitive 
information? 

A I think Mr. Spotila satisfied himself to 
that fact in a conversation with Mr. Stephens before 
he transmitted. He did do that; I know he said to 
me that he did and Mr. Stephens said to me that he 
did. 

Q And in a review that you conducted 
subsequently, you satisfied yourself that there were 
no violations of the Privacy Act? 

A Yes, I would agree to that. 

Q And were there any consequences with 
respect to the way you handled the CMS case to the 
White House having received these documents, in other 
words, after the White House got these documents, 
were there any calls from the White House to you or 
Mr. Stephens or anyone at the SBA to change the 
course of your activities or the way you were 

154 

pursuing the CMS case? 

A None that I’m aware of at all. Keep in 
mind we had already placed Capital Management in 
liquidation, receivership. We were proceeding to 
fulfill our responsibilities to collect the money as 
best we could at that point and we were cooperating 
with the law enforcement activities which were 
pursuing other matters relative to Mr. Hale, for 
example. He pled guilty subsequent to the 
indictment. 

Others were indicted based on information 
which we provided to law enforcement, partially, at 
least partially to the law enforcement activities. 

And so there was no change in the course of what we 
were doing that occurred subsequent to this 
incident. 

Q Shortly after this incident took place, 

Mr. Spotila recused himself from this matter? 

A Informally. He said if he hadn’t before, 
that this situation had convinced him that we should 
take every precaution not to have him involved in 
anything related to this case in any kind of a formal 
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1 sense. I’m sure that we mentioned from time to time 

2 to him as the general counsel, head of the agency, 

3 that Mark Stephens was going to Little Rock to 

4 conduct legal proceedings pursuant to the 

5 receivership. 

6 So we didn’t keep him out of that loop in 

7 terms of a recusal, but there was no need to do 

8 that. We were, we pursued our responsibilities 

9 subsequent without any involvement from him in the 

10 sense of giving direction to what we were doing or 

1 1 having to get his approval for taking actions or 

12 having him involved in any inquiries from the media 

13 or from third parties of any nature. 

14 So to say that he’s recused in the formal 

15 sense of not having any contact whatever with anybody 

16 who has anything to do with the case, I couldn’t say 

17 that. In fairness, I couldn’t say that because he 

18 does know generally what we’re doing. He’s 

19 responsible for our office, but he’s not involving 

20 himself in decisionmaking, hasn’t involved himself in 

21 decisionmaking, oversight of strategy, execution of 

22 positions in this case since that time. 

156 

1 Q In your experience, was that consistent 

2 with the way recusals had typically been handled at 

3 SBA? 

4 A Yes, recusal — I do happen to be the 

5 designated agency ethics officer and recusals from 

6 individual cases, from individual matters are 

7 generally because an individual may have a financial 

8 relationship to a matter. 99 percent of the 

9 experiences I’ve had, it’s because a person recuses 

10 himself or herself because he or she has an interest 

1 1 in the — financial interest either direct or 

12 indirect in a matter that comes before the office 

13 that that person has responsibility for or a case 

14 that that person is responsible for. 

15 This is a peculiar situation for recusal 

16 from a standpoint of allegations having been made 

17 against the White House or against the President by a 

18 criminal defendant who happens to have run an SBIC 

19 that we have supervisory responsibility for because 

20 it’s the program that we run. So it’s the height of 

21 caution to recuse oneself, to not to give the 

22 appearance that they’re influencing, because they’re 
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political appointees, the execution of the agency’s 
responsibilities with respect to this type of case. 

I can understand from the standpoint of not wanting 
to know information so that there would be an 
appearance that the individual was in a position to 
pass information improperly to somebody, for example, 
but that never took place to my knowledge and never 
would take place. 

So the recusals for those reasons as 
opposed to the normal reason, which is because there 
is some sort of a financial interest in the subject 
matter. And both Mr. Spotila and Mr. Bowles were 
highly sensitive, especially after Mr. Spotila, 
especially after this incident occurred, to being 
disassociated from the case because it had been 
handled by career civil servants prior to Mr. Spotila 
arriving and he wanted to make sure that it continued 
to be handled in the way it was being handled and 
without his involvement. 

Q So would it be fair to say, then, that 
Mr. Bowles’s written recusal is atypical, sort of 
unusual? 
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A It was a formality and I think it arose, 
and you’ll have to ask him why he did it, but I think 
it arose because of the intense publicity which was 
being generated out of this case relative to White 
House, "White House connections" and his being a 
presidential appointee as the head of SBA. 

Q Without going into why he did it. In this 
type of case, political, high-visibility cases? 

A Mr. Abner didn’t recuse himself. Again, to 
use that example, didn’t see a need to recuse himself 
nor would I see the need to recuse himself from the 
WEDTECH case because they don’t become involved in 
it, in a case on a day-to-day basis. Do they need to 
know the status of a case in general? Yes, they need 
to know, the administrator needs to know the status 
of a case in general within his agency because of 
press inquiries or inquiries from the oversight 
committees, but they generally don’t become involved 
on a day-to-day basis in any of these cases, and 
Mr. Bowles didn’t in this case and Mr. Abner didn’t 
become involved in decisionmaking in WEDTECH. 

He was only highly concerned with the media 
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1 inquiries about WEDTECH and what the image of the 

2 agency would be as portrayed in the media for having 

3 been associated with the WEDTECH scandal. 

4 Q You mentioned Silverado as well. Were 

5 these WEDTECH, Silverado and CMS, I mean, were the 

6 recusals handled in essentially the same way? 

7 A There were no formal recusals by anybody in 

8 those other two cases. This was the, this is the 

9 height of formality, the height of caution. You’ve 

10 got a political appointee as the general counsel in 

1 1 the time of Silverado or the Neil Bush case and he 

12 didn’t recuse himself from involvement because he 

13 happened to come in with a Republican 

14 administration. He was the general counsel of the 

15 agency, and he did not improperly involve himself in 

16 the case. In my estimation, he did what was 

17 appropriate and normal and let his staff do what was 

18 appropriate and normal in pursuit of that case. 

19 Q You testified about the importance of 

20 providing the administrator with some degree of 

21 information with respect to CMS so that there would 

22 be an ability to respond to press inquiries, 

160" 

1 potentially Congressional inquiries. Do you feel 

2 that it would have been appropriate for SBA to 

3 provide information to the White House for similar 

4 reasons? 

5 A To respond to press inquiries, yes. That’s 

6 part of our, that’s within our normal standard 

7 operating procedure. Again, you have to make sure of 

8 both the actual legality of whatever information is 

9 being provided in any case to any third party, 

10 whether it’s the White House or whether it’s the 

1 1 Freedom of Information Act request from a newspaper, 

12 whether it’s legally permissible to provide whatever 

13 it is that they’re asking for as well as satisfying 

14 yourself to appearances questions, I think, in this 

15 particular case, and I’ve talked about that in 

16 response to the questions. 

17 I’d like to think that I might have given 

18 some advice with respect to the appearances to the 

19 legality, I think Mr. Spotila satisfied himself in 

20 that regard of the provision of those documents and 

21 it was appropriate under our normal procedures. 

22 Q Well, even with respect to appearances, I 
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mean, is it fair to say that there’s -- this isn’t 
necessarily a bright-line issue where it was just 
outrageous, but that there were bounds, there were 
interests on the other end of the scale? 

A Yes, they had a legitimate concern about 
press inquiries because there was at least one 
newspaper article that I was aware of that came out I 
believe of Mr. LaFalce’s office saying that he had 
requested, I believe it was November 12th in The 
Post, Washington Post that he had requested the 
report. And I believe that’s what triggered the 
White House inquiry about the report to Mr. Spotila. 
Actually, the inquiry came into the agency and it was 
referred to Mr. Spotila. 

Q What about the other major events with 
respect to CMS, there was the receivership issue and 
the indictment of Mr. Hale? 

Do you think, since those were then also 
major sources of media interest, that it would have 
been appropriate for SBA to advise the White House of 
those matters? 

A That it had taken place, that they had 

162 

taken place, those were public records. 

Q No. Before that they were about to take 
place? 

A I’m sorry. Would you repeat the question? 

Q Let me rephrase it. The September 21 memo 
to Mr. Bowles contained some information with respect 
to the receivership that was already public 
information, is that fair to say? 

A Yes. 

Q It also contained some information that was 
not public yet or at least not confirmed publicly 
with respect to the forthcoming indictment of 
Mr. Hale. Is that correct? 

A Yes. 

Q Now, you’ve testified that it was important 
for the administrator to have some information about 
the forthcoming indictment because when he did 
become — when he was indicted, you’d have press 
scrambling all over the building trying to get a 
microphone in his face and get a statement from him, 
is that fair to say? 

A Yes. 


7755 


163 

1 Q Similarly, since at this point there had 

2 been some connections drawn to Mr. Hale, by virtue of 

3 being from Arkansas, if nothing else, to the White 

4 House, I think it would also be -- well, let me ask, 

5 do you think it also would be likely that the White 

6 House would get inquiries about Mr. Hale’s 

7 indictment? 

8 A In that context, yes. 

9 Q Do you think it would have been, and I’m 

10 just asking for your opinion on this, do you think it 

1 1 would have been appropriate or at least arguably so 

12 that the White House would seek that information or 

13 obtain that information? 

14 MR. GICALE: You know, I’m going to object 

15 to his giving, rendering conclusions as to whether 

16 the White House, it would be appropriate for the 

17 White House to do that. If you want to ask him about 

18 whether he thinks it’s appropriate for his agency to 

19 give it to them. 

20 BY MR. IVEY: 

21 Q That’s a better way to phrase the 

22 question. Do you think it would have been 

164" 

1 appropriate for the SBA to provide that information 

2 to the White House? 

3 A We would not have been in a position to 

4 provide that information at that time because the 

5 indictment, once again, was the process of the 

6 criminal — it was a product of the criminal 

7 process. We knew of it because of our tangential 

8 involvement with Capital Management. So it’s hard 

9 for me to, it’s not SBA material in that sense. It’s 

10 not, I do not believe it was inappropriate to advise 

1 1 the administrator of the agency with what might 

12 happen related to an SBA related case. But it would 

13 not have been the normal chain of inquiry to inquire 

14 of SBA about the indictment by the White House. 

15 Q Because it’s not in your whole — 

16 A It was totally in the control of the 

17 Justice Department. We knew about it because of our 

18 tangential involvement with the Justice Department, 

19 with the U.S. Attorney in Little Rock. We were 

20 working in conjunction with them. It was an 

21 SBA-related matter, but it was their matter. So it’s 

22 unlikely that that would arise under those 
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circumstances. 

Q So it would be similar to the media 
inquiries that you handled? 

A Yes, and you have to draw that distinction 
for people to really understand it. That’s not our 
responsibility. That’s not our ballgame and the 
material that supported that indictment might have 
come partially from SBA material and it might not. 

Most of the material, my understanding is 
that that indictment was developed out of an 
investigation of third parties and Hale’s name came 
up. Appropriate sources pursued the information to 
its conclusion and it resulted in an indictment for 
having violated Small Business Investment Act. But 
we did not have that, we were not the generators of 
most of that information so we didn’t have the 
ability to transmit it and it probably wouldn’t have 
come up that way. 

MR. IVEY: I think I may be done here. I 
just need a minute more to review my notes. 

(Pause.) 

That’s all for me at this time. 

166 

MR. GICALE: I have nothing further. 

(Whereupon, at 1:47 p.m., the deposition 
was concluded.) 


MARTIN D. TECKLER 
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CERTIFICATE OF NOTARY PUBLIC & REPORTTTT? 167 


I , PATRICIA A. ZUBER, the officer before whom the 
foreczing deposition was taken, do hereby certify that the 
witness whose testimony appears in the foregoing deposition 
was duly sworn; that the testimony of said witness was 
taker, in shorthand and thereafter reduced to typewriting by 
me or under my direction; that said deposition is a true 
record of the testimony given by said witness; that I am 
neitter counsel for, related to, nor employed by any of the 
parties to the action in which this deposition was taken; 
and, further, that I am not a relative or employee of any 
attorney or counsel employed by the parties hereto, nor 
financially or otherwise interested in the outcome of this 
action . 



My Ccmission Expires FEBRUARY 14, 2000 
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October 24X 1995 


Viet Dlnh 

Special CommLtlfee on Whitewater 
534 yOirksen/Senate Office Building 
Washingtons DC 20510 

Dinh : 


This is in response to your request. 



understand that my deposition on matters relating tojcapi 
ment is now scheduled for Thursday, October 26 at 9)30 

iu also requested that I furnish you a copy of inyormAt 
to the House Banking & Financial Services Cpmmdyttee. 
is the information you requested. I have also enclosed a 
of Capital Management that may be helpful / The 
s developed after the House hearing. / 



If 

me on ( 


ave any questions concerning this 
1-2723 . 



tter, please call 


Sincerely, 
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SUMMARY 


Capital Management was licensed in 197^. as a Specialized 
Small Business Investment Company (SSBIC) witn^&SOO , 000 private 
capital. >SSBICs may only provide financial assistance to small 
business / doncerns owned b y persons who are socially orN^conomically 
disadvantaged. These-brcr5Tnesses are~t^be-4ndependentlV owned and 
managed and the ft rfads are to be used for the strung financing of the 
smaly business^and its growth, modernization or expansion\ 

From/i978 to 1991, Capital Management increased\its private 
capital .to $1.5 million and obtained $3.4 million irk financial 
assistance (leverage) from SBA. During this . period\ Capital 
Mahagement supposedly made 79 financings to eligible small\business 
ccfncerhs totaling $9.8 million. Most of these financings |were 
probably bogus . 

in 1992, David Hale claimed that Capital Management j had 
received $13.8 million in donated assets and then he w^ntefd $6 
million in leverage based on this capital increase. 

As\ Associate Administrator for Investment (head of' the SBIC 
ProgVam)Y I tried to give Capital Management every consideration 
but a\ the same time required the licensee to comply/with program 
requirements. On May 5, 1993, it became apparent fcd me that David 
Hale was attempting to defraud SBA; therefore*; I referred the 
matter to\the\SBA Inspector General to deterTfiine the source dt the 
donated assUp^and to assure that these ass btc w o re unencumbere d or 
restricted . 


This matter was referred on to the Justice Department and the 
F3Ip*gent assigned to the case disclosed to ptne^taff that Capital 
Managehvent ' s 1988 capital increase was bogus S<nid!s'''sxans action was 
thei basis\for David Hale's 1993 indictment and Sl3A<s taking Capital 
ManagementNmto receivership in September 1993 . AsX reshit of the 
Whijtewa ter hearing in the House, it became apparent \hat \he 1986 
cap|ital incx^ab^ was also bogus. 

Enclosed ia^a^brief profile relating to the capital increases 
and leverage as vhallNis Mr. Hale's attempt to cover up bogus loans 
and) investments by Xs qx changing assets. 


Also I enclosed is iKehrhaology of certain events 
supporting documents. Th^se ocxments were provid 
Banking and Financial Services Corfimiyt ee . 


ogether / with 
to the /House 
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CAPITAL MANAGEMENT PROFILE 


DATE LICENSED: ^MaTch 14, 1978 

OFFICERS, D: E'CTORS, AND OWNERS: (as of 11/30/^ 

TITLE 

Pres ident /Director" 


Vice President/Dir. 
Treasurer /Di rector 
Secretary\Di rector 



On March 29, 1993, Tom Anderson resigned as an 
and director of Capital Management. 


^/ 14/7 8 Initial capital 
(25/86 Capital increase 1 
<4/88 Capital Increase 2 


Capital Increase 3 


Dean Paul Transaction: 



$15,202,000 


On February 28, 1986, Dean Paul feo^rofced: $ 8 2 5 , 0 0 0 from 
Madison Guarantee as an agent for Davi>d HaTesand Capital 
^Ianagement . The purpose of the loan w^s to purchase a 
f^led restaurant and two parcels of lancL Properties 
*erb\valued at more than three times their Xtrue^value . 

LoafKprbpeeds ne^ of outstanding mortgages w4re $502,000 
which wereNdeposi ted in Capital Management's Account. On 
3/25/86 /\Peoples Bank & Trust Co. issued a letter tp SBA 
claiming hmds\were on deposit and unrestricted. 


From these prc 


^Capital Management 

1 ucuT 



de two loans: 



o On 2/28/86, ^50,000 ^5^- loa rrgdT to Castle >fater & 
Sewer which wasNqwned by Governor Tucker wMo at the 
time was Madison Guarantee ' s lawyer. 

On 4/03/86, $300,000 ~w^s tcarfed to Masters 

Marketing which was owned by Susan McDougal, wife 
of Jim McDougal. 
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NOTE : Neither of these loans were repaid. Mr. Hale 

exchanged the^M actogg Ma rketing asset for a note from 
Cole M^sertry (see below) . Cole told the SBA 

exanjMlers that he needed to do theexchange to "clean up 
books " . 

NOTE: In 1992 when I became aware that Hal£\was swapping 

assets (pne^port folio securTcy--fQr another) \l directed 
him iiKwriting to cease the practi 



ephen Smith loan: On 2/21/86, Mr. Srrixth received a 

$65,000 loan from Capital Management to prbyide Working 
capital for his communication company. He actuality used 
the funds to pay off a mortgage on a property owned by 
Kings River Land which was a partnership composed \of : 

o Stephen Smith, 

o Austin Smith (Stephen's Father), 
o James McDougal, and 

o Jim Guy Tucker. 


It is noted that Stephen Smith had been 
Assistant to Governor Clinton. 


Bogus $800,000 transactions: 


11/04/88, a Louisiana 
psf erred $800,000 from a cl 
gement : 



Special 


5ker f rauavilently 
account to Capital 


$400,000 went into a savings account and 
represented as a capital increase. Mr. Hale 
represented that these fund$^wej^e the proceeds of 
the sale of his wife's small^^mmets4al center. 

:hecks to 



41-381 97 — 38 
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Funds were returned to the brokerage account in November 
1988 through^jLh- ree bogus a ccounts as follows: 




MclniLire Numismat 
Auction - 
Lame, Inc. 

River Vail 
Sc Supply 

total 

^TE: None of these loan/equity pos 

Rather, they were exchanged foi 
questionable entities at questionable 

992 Donated Assets represented as a Capital Contribution: 

On 9/30/92, Capital Management represented /that two 
assets were donated valued at $13.8 million fo/lows: 

MILLIONS 

Pool certificate of medical receivables $11/. 5 

Capital stock of National Building Supply 2 . 3 

total $13\8 




its were donated by Concorde 1 InteinaLlona l^ Ltd . , an 
off-shore private investment company in the Grand Cayman 
Islands . 



3 
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EXCHANGED PORTFOLIO SECURITIES: 

On 2/15/^T^the following securl 
TRANSFERRED 


s were exchanged: 

received 



total $938,189 total 

On 6/1/92, the following securiti 


$ 1 , 000 , 000 

* ™ 

$2/514,000 



Cybe 

Pati 

Libe 

Prop 

Midw 

Cole 


rS^aos^Corp . 
ent 

rty Mbrtg'aige 
erty Ca 
est Consu" 
Masonry 



On 3/15/93, the faHpwing securities were exchanged: 
TRANSFERRED RECEIVED 

AX^rp . 


$420,000 


FSA Fin. Serv. 


$420 , 000 


4 
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/A ? 07j:Vt>y// Q 
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09/30/9 


B. 11/1 


C. 


l&P- I - TAL - MA NAGE 
CHRONOLOGY OF 


-1KNT 



David Hale notified SBA that Capital Management's 
private capital was increased by $ . 8 million by 
donated a ssets . 

pital Management submit ted'^TKapplicatXpn for $6 
million of leverage in the form otNpreferr\d stock. 


MILLION 


Certified letter to David Hale from PnyllisX Dawson 
returning the licensee's application for $6 Million 
of leverage in the form of preferred stock. 

Requested information on donated assets Which 
formed the basis for the $13.8 million^ capital 
increase : 


Pool certificate of medical receivables 
National Building Supply un/estyicted , 
registered common stock 

TOTAL 


OGC opinion on Capitalisation & Borrowings of 
SBICs : Inclusion of Do nat e d — A33CCS — in Private 

Capital for Leverage Purposes. 

OGC concluded that donated assets are not to be 
included in regulatory caiirrtraJ^ until they are 
converted to cash. 


12/08/^2 Certified letter to Thomas 
Management, from Marvin Klapp: 




Caoital 


Conditional approval of the $1$.8 rfvillion 
capital increase but excluding the increase 
^rom Regulatory Capital until converted to 
cas 


exchange of assets 
ved being converte 1 


bject rio the 
cash within 



Return of\hhe $6 million application for 
funding because the licensee wapXineligible 
for such leverage 

Notice that the $1.4 million application for 
funding was being processed 
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12/09/92 



Mr. Hale was notified chac approval of leverage 
wouldjae^str5]ecc co a~cu*rgnt regulatory compliance 
o^Capital Managemenc. 

Meeting in AA/I's office with DavidN^ale concerning 
the capital increase and leverage application. 

E^mrina^Ton report onCapitraJ^I Management issued. 
Regarding the source of the coh^ributed\non-cash 
assets, N. 

Central Arkansas Community Npevehppment 
Corporation Development Company OCACDQ) was 
the source of the contributed\ assets : 
National Building Supply (NBS) stoc)^ and the 
Medical Receivable pool certificate. 

A September 30, 1992, letter to CAjbc If ram 
First Dominion Financial Group, the dustpdian 
holding the pool certificate, stated/th e[ pool 
certificate had been delivered by/ Coricorde 
International, Ltd. (Concorde) which/ allegedly 
was an off-shore private investment Company 
domiciled in the Grand Cayman Islands . 

Concorde probably was the^sdurce of ^he NBS 
stock. 

Thom Anderson, president of CACDC, refused to 
provide any information concerning the source 
of contributed assets included whether 
Concorde was the source,. 


Letter to David Hale regrading" 
findings . 

^Letter from David Hale regarding thd\ 
eport findings. 


Exait 


F. 


G. 05/05/93 


ina of Erskine Bowles and referral! of Capital 
* 3 - h for 


to the Office of Inspector genera 
lion . 


Chronolo^ 
applicatio 
SBA' s OIG 


orients regarding Capital Managen 
^rage and subsequent refe 


f orvi nve s tit 



Letter to David 
acknowledging receip 
letter regarding SBA's 
19, 1993 letters. 


from Joseph 
Mr. Hale's 


Newell (faxed) 
l1 20, 1993, 

, and April 


2 
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I. 05/01/93 



Among other things, this letter notifies Mr. Hale 
that — lhLui.ui5Li.an — sought regarding donated 

has not been provide^>^herefore , the matter 
as been referred to the Inspector General for 
investigation . 


LetterjLQ — J ose p h — NewaXl from 
respoliding to his M 
xpressing shock regarding the 


David 
1993, 
erral 


05// 13/ 93 


/19/93 


L. 06/14/9' 


N. 


0 . 


7/20/9 


8/04/93 


Undated 


13/ 09/ 


Erskine Bowles' confirmation hearir 
Senate Small Business Administration 
date . 


e (faxed) 
tter and 
t6v the OIG . 

befd 



Memo to Wayne Foren from Claude Cooper concerning a 
phone call from David Hale on 5/13 regarding a 
possible meeting with Governor Tucke^ 4n a 
Community Bank Concept. 

Briefing outline provided to Erskine Bowl/es £s an 
update on the status of Capital Management. 

Notified Mr. Bowles that Capital /management 
defaulted on Debentures and that SBA was proceeding 
to liquidation. Capital Managemeiit cuyed the 
default and we didn't transf er^tlie licensee to 
liquidation. V. 


Memo to Charles Mezger and Phyllis Dawson from 
Joseph Newell regarding a phone call Mr. Newell 
received from FBI Special Agent David Reign 
concerning Capital Management. He stated that he 
was working with the US Sbsoey's office on 
Capital Management and he^r^guesried specified 
information . 


FBI obtained a warrant to seize Capital Maj jement 
records. Vince Foster found dead in paYk. apital 
^Management ' s Records were seized on next d< y 

Meirio tibi Acting ADA/FIP from DAA/I notifying hbr of 
fraudl against SBA by capital management based on 
inf ormatiohsorovided by US Attorney's office of 
Eastern district of Arkansas. 





Memo to ID c'6^ittee^f-ronLJiAA/ll-^6t ifying th^m of a 
meeting to be i^ld on August 16, 1993 to /consider 
transferring Caprnal Management to Liquidation. 


Briefing memo to Adminl^ 


les from Wayne 


Foren on developments leading to possible criminal 
indictment of David Hale. 
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(19/15/93 SBA appointed receiver of Capital Management. This 
was dQne-wttR' David tf?+eis__agreement . 


p. 09/21/ 



Memo to Administrator Bowles providing him a status 
report on Capital Management and notifying him that 
David H &X & “n oxpeet fid-jo be indicted nn September 

22/ 

Wayne Foren was reassigned by AdmiiHStrator Bowles 
from the position of Associate Administrator for 
Investment to the position of Special Assistant to 
the Deputy Administrator . 




4 
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.cense No: 06/06-520/ 



Certified Mail - Return Rece ipt Requeste d 

OCT 2 3 1392 

Mr. David Hale 

Capital Management Services, Inc. 

1910 North Grant, Suite .00 
Little Roc*. Arlcansas^7^-0“ 

Dear Mr/ ■ lale: 

Enclosed please fi ^ do'el s ^cXa^ ^he Vequ l s ice amount 
of'"rigulatdry 3 dapital for S 6 , 000.000 of additional leverage. 

The licensee’s computation ^ o£ "^^uction^ ^ o^ for 

Shont Fdrm 4S8 should P ^ 0 non -cash contribution of medical // , 
donated | capital vhic of national SuoolY_3uildmg . , Since 

.. a****- accounts receivable for the contnoutioru, this _ ^ _ 

~ capiEaT stocK wSTnot 3 other on Page 6 C. Wt such 

deduction should be snoun „ c Iih7 the amount of cash's— 

time\ as \ the assets are 1 conv.rt«d ” c ' capical . please refer 
received W be cons lderedp ^"fatl 0 ^s , meWsos of Can '.raj SfcasS 

sr m u ■> r " 

explanation^ V 

\ \ -)f this 


Please proVldevdatails to SBA “jthin r '. a donatiaa-Qf 

letter as tVVVe transaction which ■ 

other assets ta the Hcens dono r, the nature of the donor s 
including the name of the do ^ ' if any between the donor 

agreeS^be^Ln° n /he 10 U=ensee and the do//lon'cermng the 
transactions. 


Please conta 

1 

Sincerely 


ans . 



.tSUr-ed: l*7~ 3 j 3- ~ 

Phyllis E. Dawson 
Chief \ Area ’ll 
Office of Investment 


Enclosure 
01: Pctzrson/10/21/92 :finai.:mjo. 10/27 

cc: Ajcea II '"K 

PETERSON 's 
INV 

CONTROL # 

Code No. C-3 

StcMSPro.wp 


-047 
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U.S. SMALL BUSINESS ADMINISTRATION 
Washington, D.C. 20416 





sm J: 


Marvin D. Klapp 

Director, Office of Investment 

^Howard S. Cooper 
Chief Counsel for Investment 

Capital Management Corp. 

License No. 06/06-5207 _ crtcs Private — 

Capitalization Cap, 

Leverage Purposes; Preferred Stock 



tal for 


long 


other 


7311; See also Log No. 7203 
been SBA's position that a Licensee 

generally >pealdng, a “£tefSssi?”iU not^e rj^ded as 
r/^e'^l^e's Private .captor . 

ctsssk. , 

27, 1977); Log 54~(May 16-1979 - 62 9S ^T Io , 

Log 5565 (Dec. 20, 1979); TT,.f?°hr Co L og 6300 (Sept. 20, 

19 831: Small 3 u-mess y.-,L. O.S. 

1983 rK ^nover^Capital ? Dec . 20, tn Hughes 

r:ride^g a 69 Tf^4b. !, 1989); Terrer to D^e^OijEsn, Log 
7203 (Aug. 1\1991) . 


does 

arhi 

S3A 


The mejnoxani 
not convince 


submitted by Ms. Byrnes, Licensee ; ^ counsel , 
that the foregoing line of decisions is 

J w A 9 ATIq lLUc 


rary 
.s ther 
extant that 
in tijie reci 
purposes 


fcaoridipuSv and inconsistent with the Ac-. 
=fore oKigHed to include donated ^^s, 
% BA is s^tisHed as to their value and/or 
bient Licenleg's v «fivate Capital for lever^ 


"in the letter 


n,, 7 SiJ W 5 IUS' 1 . While S3A has issued regulations 
5 ittSsthit funds may be included in a Licensee's 
PrivateCapital^SBA has not, in the body of the 
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regulations , address, 
assets may be ed in a Licensee 

surplus . " 



of what funds or 
paid-in 


What may be included in "paid-in surplus" is described 
in Appendix II, Acco unt No^420 f _w hich covers, among 
oth/r things, "£^«ramount of surpTu^acising 
fi^m. . . . (5)^ddnations or gifts to the company of assets 
irried a^t^not in excess of fair market value'X' 


copy of our response to Dover & Dixon is attached hereto. 

understand Ms. Byrnes* position correctly, it i^ thit 
iage of Account No. 4 20 more closely tracks the intent} of 
than does SBA's past interpretations. But if we ^re 
I to conclude either that Congress intended to recruipe S&A 
tnize donated assets as part of "paid-in surplus" fdr 
purposes, or that SBA intended to adopt a policy 
that anything included under Account No. 420 shou} 

^ed as a part of a Licensee's leverage base, we are/ 
to conclude also that Congress or SBA intended th£ 
scenario as well: 

ANpurchases 1,000,000 shares of the $1 par >tbck o t 
nsee X, representing 100 percent of the Lidinsee's 
iz\d stock. 

(2) A paVs^Sl, 000, 000 in cash for the S ZOCJ C. At this” 
point, the Licensee's paid-in capital is $1,000,000 and 
paid-in surplus is zero. The Licensee's leverage base 
$ 1 , 000 , 000 . 



|( 3 ) a. donates 999,999 shares to the Licensee,. but^as 
the holder of the only outstanding share, A sddj.1 o^ps 
LOO percent of the Licensee's stock. A also donates 
some pdcket change , in the amount of $1. Now the" 
licensee'has\a paid-in surplus of $1,000,000. Has\the 
licensee ' s\ev^age base doubled? 

The lc^ic of Barries ' s position would compel a "yes" 

answer, since Account^ . X2 0 also covers "donations to /the 
ccmpahy of :.ts issued c^pitaDkjstock carried as treasury stock 
fair jnarket value or par 

Ms. Byrnes also argues tiiat SBA ' s^def^nitarcrT'of "Private 
Capital", a^ set forth in §107.3Vdoes not preclude the 
recogpiticn lof donated assets as carp of "Private Capital^' 
SBA'sj regulator/ definition speaks of^fijnds" and shecdtas 
31ack L, ~s^Law Dirtionary in support of the^itrpesitircri^that the 
noun " funds^i^m^^include "notes, bills, checks, drafts, stocks 
and bonds , ana^in' broader meaning may include prcpertv of every 
kind", citing State v. Finnev . 114 Kan. 12 (1935)* 40 ?.2d 411, 
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U.S. Small Business Administration 

Washington, D.C. 20416 


Michael K. Johns, Esq^_ 
Dover &/Dixon 
425 West Cap' 

Littl4 Rock, 'k. 72201 





Deag Mr. /ohns : 

Yoiir letter of July 23 , 1991 asks whether SBA would 
redognize, for leveraging purposes, the fair market value \of 
certain non-cash assets that the sole shareholder of an 
unidentified small business investment company (SBIC) propose^ 
to the SBIC. These assets include common stock in k 
^listed company, real estate, securities of a privately* 
upany, real estate mortgage obligations, and a porgrol/i 
iiable automobile loan paper. 

SBA y ill not recognize the fair value of the above^-desdribed 
donateii arrets as a part of Private Capital for leverage 
purposes 

(Th^v donated assets would not be r-cbnsidered a part 
of thex3^C ' s Private Capital until t hey ar e . edLued td ~" 
cash, nod would stock dividends or distributions in 
kind. Cash dividends or distributions received by the 
SBIC with respect to the donated securities could be 
.eluded in Private Capital to the exce ht~~'thut the SBIC 
chooses to capitalize such earnings." 

See SEX£ Log No. 6905 (February 2, 1989 

Furthermore, 
to accept efo 


Sec . 


Your position 
107 . 7 ojs of the 
explanatory 
interpret sj= 



£ou\should be aware that SBA may not alloWv the 'SBIC 
sjver^hihg that the shareholder may wish to donate A 

to be based upon a literal reJdir 
Regulations (13 CFR, Part 
language od^ccaunt: No. 420. You apparent} 
ec. 107.705 tbsmeaft^that only assets of 
listed therein may be carried under the "paid in ca 
account, and you concede thai\ncne of^-s hg 
the ^nstant| case would qualify under the regulation, 
you then read the explanatory language of Account 
requiring SJjSA to recognize, as a part^qf "paid in 
fair lyalue df any other asset that might^be— donate 

If your^pos^ition is correctly summarized, SBA disagrees but 
sees no need to address it on its merits. Your attention is 
directed to the enclosed copy of Page 6C of SBA Form 463, whicr. 
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makes it clear that S BA does not recognize for leverage purposes 
the fair value of every asset that a Licensee, may acquire. 


Your attention^ls also directed to S^>^107 . 1004 (a) , which 
makes any increase in capitalization subject td^SBA postapproval 
as a condition for the continuance of the licensed? Generally 
speaking, ,sl3A will not allow an SBIC to accept a dor^tion of 
securities that would ef£art iwp-ly rnst_the SBIC as an' 
entrepreneur doing^bu^iness through a suBs^di^ry, or anV 
donation that wpcfld expose the SBIC to the liabilities o£\ other 
the donor, including tax obligations 



tain circumstances, the financing of a small concern, 
or /a temporary assumption of control over a small concern (v 
or /without the participation of an Associate of the SBIC\ naj 
violate' SBA regulations unless such action is necessary 
protect an investment. Since the donee of a small concert's 
securities has a zero investment, a financing that would 
otherwise contravene applicable regulations, or a subsequent 
assumption of control, would both be absolutely impermissible/. 

For\ the same reason, SBA will not allow an SBIC to spend ponqy on 
the\ improvement of a donated asset. 

rust you understand SBA's position in this matter. 

Sincerely, 


Wayne S . Fcren 
Associate Administrator for 
Investment 
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Certified Mail 

Qlu 8 1992 

BY FACSIMILE ANO. 


Return Receipt Requested 


License No: 06/06-5207 


Mr. Tom Anderson 

Capital f^nagement Services, Inc. 
1910 North Grant, Sui$ 

Little/Rock , A**ka 


Dear/Mr. Anderson: 

In / regard to assets recently donated to Capital \Management 
Services^ Inc., we understand that such assets were given tp the 
SB Ic ta increase the size of the licensee and that the donated 
as£ets/will be converted to cash and then be available\ to f und 
minority small business concerns in Arkansas. 

approves the increase in capital of $13.8 million sulfcjecjt to 
out understanding that the licensee issued no new securities and 
there \has been no transfer of control of the SBIC by ahy jneans 
whatsoever (see Section 107.601 of the regulations governing 
SBICs) A No part of the $13.8 million will be recognized for 
regulatory purposes until converted to cash. Borrowing ^gaii/st the 
$13 . SV million is not considered an asset conversion. 

Although t^e assets received do not qualifv^ars eligible SBIC 
investments \ this office approves the rec^atexchange of assets 
(pursuant to Section 107.904 (a) of the SBA Reaulat i nns)_ — subj ect to 
the conversion of these marketable assets to $2.5 million in cash 
within 120 days from the date of this letter. 


Final approval of the exchange of assets 
funding are subject to the approval of the SB^ 
Comjnitteg because of your membership on the SBI' 


are prc sing the application for $1.4 million 


returning the $6 million application 
jible for. 



any requests for 
of Conduct 
ry Council. 


If you ha' 
Peterson . 

Sincerely , 


/e anyxneed for clarification, please call 
His number 1^(202) 205-7594. 


Marvin D. 



preferred 
rch the 


Iter 



nvestment 01: Peterson/ 12 rH ^ 2 : final : mjg : 
cc : Area 1 1 PetersoN" 

Inv . 6-5-1 FOREN'^ Code No. C-3 S : capman2 . tan 


c 
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U.S. Small Business Administration 

Washington, D.C. 20416 


March 11, 1993 

Joseph L. Newe 
Directory SIC Operations 


i 


From:/ 



Chuck. Mezger 

dting Director of SBIC Examina 



Subject; / Capital Management Services, 
Little Rock, Arkansas 
06/06-5207 


Attached for your review and appropriate action is our Examination 
Report t for Capital Management Services, Inc. The examination 
covipreq the 24-month period ending November 30, 1992. 

Durihg \the examination, we attempted to obtain information 
regarding Central Arkansas Community Development Corporation ' s 
(CACd6o source for the National Building Supply (NBS ) s^ock and the 
Medicals. Accounts Receivable exchanged for assets o£/and donated 
to, the \icetisee (see Finding 1 and Other MattersJ^^^ The reason for 
our concern was that, according to inf ormat^joffin a letter^dated 
September 3s0,\l992 to CACDC from the [custodian holding the 
receivables (First Dominion Financial GroupTT the receivables had 
been delivered from Concorde International, Ltd. which, allegedly, 
is an off-shore private investment company domiciled in the Grand 
Cayiryan Is lands . We believe that Concorde ai^o_ may be the source 
for the\one million shares of NBS stock 


We asked 'fXomas W. Anderson, president of CACDc/v about CACDC ' s 
source of th^receivables and stock, but Mr. Andersfcm refused to 
provide any ^xnfbsjrmation, including whether Concorde was\the apurce . 

We believe theXdo'hation and exchange of assets raises seVious 
questions, such as potential conflict of interest transactions , 
which we could not\pursue because of Mr. Anderson's /refusal to 
answer our ques tions v x regarding CACDC' s source of the/ stock 1 and 
accounts receivable. WithoUb additional information/ we believe 
the potential for undisclosed material facts exists in/ the 
transactions, including thexpoteivtial for illegal^dctivity . 



Because 
report, w 
fundi 


the unknown factors "'and the findings described/ in our 
recommend that the licensee's pending million 

lication not be approved. 


If you 
additional ini 


ike to discuss the report's findings, or need 
mation, feel free to contact me on 205-7172. 
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Summary 


We conducted an examijfation of Capital Manstge^vent Services, Inc. 
of Little Rock, Arkansas , a Section 301(d) SmailssBusiness 
Investment Company (SBIC) . The purpose of our examination was to 
determine wjrether the licensee complied with the law^, rules and 
regulations, and ishfd gg^rning the SBTC program. 

Our review covered fj>r^ncings made by the^irc^nsee, as w)*ll as 
administrative apd'internal controls as deemed rragessary. 

Our examination disclosed that the licensee: 

■ transferred assets to an associate without SBA a^prov^l ; 

— Created an overline investment in an asset 
/in exchange for portfolio assets; 

— did not properly safeguard its assets during the 
exchange; and 

nisclassif ied and misrepresented the sale of assess 
financings to small concerns. / / 

Our fihdin'gs were discussed with Mr. David L. Hale, pr^siden^t and 
director, of\the licensee during the course of the examination and 
at an exit conference held January 15, 1993. His^eOmments have 
been incluOed\^n the report where appropriate^--'''^ 
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Introduction 


Background 

Capital Management Services, Inc. was incorporatecNunder the laws 
of the State of Arkansas on September 14, 1978 and w^s licensed 
as a Section 301(d) 1 i hy th^ Business Administration 

(SBA) op/March 14, 

The licensee' s/off ice is located at 1910 North Gra'ht Street 
Little Rock ,/Arkansas . The licensee's daily operations are\ 
managed by /David L. Hale, president and director. During th\ 
examination period, the licensee elected three new officers 
directors'. All changes were reported to SBA. See Exhibit: 2 
this report for a schedule of the licensee's officers and 
directors . 


The licensee's private capital of $1,406,310 remained the same); 

in September 1992 the licensee received about $13 18 
in donated capital (see Other Matters) . SBA continues to 
million of 3 percent preferred capital stock. Al/so,j 
ther4 ha'b been no change in the $2 million in SBA debentures./ 

An unaudited comparative balance sheet of the licensee/as <. 
NovembeV 30y 1990 and November 30, 1992 , is shown as^xhibi^ 1 of 
this rep\rt\ 

In a letteiNdared December 9, 1992, SBA info rmed the licensee 
that it wouldNaOcept its application for second tier preferred 
stock leverage in the amount of $1.4 million. However, the final 
decision on the application would require an examination of the 
licensee. 


Object 


ns 



and Scope 


rpose 
ee co; 
lished 
:wed select 
,cial aijidit, 
see ' s 


our examination was to determine wheth 



ith the laws, rules and regulations^ and' 
s governing the SBIC program. Although w<£. 

eral ledger accounts, we did not perform^ a 
d 'therefore, do not express an opinion on the 
statements . 


Capital Man 
period ende 
made 0.6 fin 
Our elxamina 
$2 , 7 5k 
the f 
perce 
site 



inancia 

gement Services /NIric . was examined for the /24-month 
November 3 0 , x9 9 2 /\During this period, tne licei/see 
ncings (totalling. $2 ,7^^297 ) to 14 sin^ii concern^, 
ion included a review o f l3~'~f4rne^aeirrr^s (totalling 
to 12 small concerns\ This represented 31 percent of 
made by the licensee^uring this period and 99.6 
e aggregate dollar amourrB^o^f inancings^^Trie on- 
our review was completed on/TSrr u agy — 2T7 1993 . 
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Our examination included a confirmation of cash on deposit, a 
review of cancelled checks, wire transfers and related supporting 
documentation for d i sbjojpsenren ts ”, as vTeirl-^s a review of other 
financial records^ 

For the selepbed financings, we reviewed notes, lo>n and 
debenture agreements, stock purchase agreements, financial 
statements, and/or sup^pjrbirn g dcreume r^tauiion , includingN^ackground 
data on /the small concerns and their princT^ai^. For selected 
portfolio conceals, we obtained credit reports ahd verified the 
financ/ings bv/airect confirmation. We also visitecNfour 
portfolio concerns to observe general operations and verify \the 
term£ and ^conditions of the licensee's financing. 


We reviewed the licensee's procedures to ensure dual signatures 
on checks and to safeguard securities. We also reviewed the 
licensee's portfolio valuation procedures, as well as the \ | 

supporting documentation for valuations of loans and investments 
as of November 30, 1992. To tne extent practical, we used>the 
independent accountant's report for the fiscal year ended June 
30, \l99} 

on Prior Examination 

The prior 'examination report, which covered the 26-month pez 
ended November 30, 1990, identified regulatory violations 
regarding^ inadequate documentation for its portfplrlo valuation, 
financing \n ineligible concern, not prepari^ag'eligibility 

profiles, eJhceelling the cost of money 1 i mi r;ar i np not- 

maintaining doal control over disbursements, all of which have 
been corrected and resolved to the satisfaction of S3A. 
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Findings 


Finding 1: Assets transferred to an associate 
Section 107.904 fa) 

Overline investinejvt— '--Section 107 . 710 (b) (3) N 
Assets np4r~Sroperlv saf eguarde^-^-^Section 10" 


10 03 fa) 


In June 1992 J:ne licensee transferred its investments in seven 
portfolio concerns to an associate in exchange for $2\514 ,OOlO of 
a puolicli^traded stock, the identity of which was unknown to the 
licensee at the time of the exchange. Because the exchange was 
mad<=f with an associate of the licensee, licensee personnel should 
have obtained prior approval from SBA but did not do so. un \ 
addition, once the stock was received by the licensee in \ \ 

September 1992, the exchange resulted in an overline in th^t the 
acqi|iire<i stock represents 179 percent of the licensee's approved 
pri^atel paid-in capital. In effect, the licensee exchanged 
approximately 50 percent of its assets, some of which were/ income 
producing, without knowing the identity or quality of the /stock 
to b<^ received; the stock has since declined in value. 



a) of the regulations states that except with a 
exemption from SEA in special instances'^ a licensee 
pose of assets to any associate. A^-a prerequisite 
on, the licensee must demonstrate that the \ 
f disposal are no less fav orable to jr than arp 
where . 


Section 107.710(b)(3) of the regulations, regarding assets- 
acquiped-in-licuidation of portfolio investments, states, in 
part, I that the aggregate amount of the licenses7^^ R ^ ST::nent may 
not ejxceeckthe amount allowed under Section 107l>Q3 , oiNiO 
percent of private paid-in capital for Section 30lf&l li^nsees. 

Sectijon 107pl s 00 s X(a) of the regulations states that each licensee 
shall| adept I a v plahsdes igned to safeguard its assets and\monicor 
the '"e liabi lity\jf N^s financial data. | ^ 

On Jujne 1, 1992, th£\libensee assigned to Central Arkansas 

Community D^velopmentX^rpdtation (CACDC) the following/portfolio 
investments I in exchange \or future receipt of "$2,^14,000 in 

publilc traded stock at least stdek traded on" NASDAQV/fthe 
assignment agreement did not\specif>^he stock or^a^time frame 
for the delivery of the stock)hs 
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Portfolio Concern 
Liberty Mortgage, Inc. 


Loan 

Property Car^^Tnc. Loan (P) 

Midwest Consultant, Inc. Loan (P) 

Cole Masonry and Construction Loan (P) 

Converging Systems, Inc. Equity 

Cyberspace Corpo^ajtier 

Paplent Commur ' 

Total 


Tvte and Cost Basis of Investment 
Equity 




ations 


= Principal and accrued interest 

CACD p is a non-profit corporation whose purpose is to pr&yide\ 
economic/developraent and services to the community. CACD& ' s sole 
owner and director is Thomas W. Anderson who is also the \ 
licensee's vice president, assistant secretary, chief financial 
officer (and a member of the board of directors. Because oil Mr:. 
Anderson's relationship with CACDC and the licensee, the exchange 
transaction resulted in disposition of the assets to an j j 
associate. No SBA approval was obtained to transfer the assets 
to ah associate; however, SBA is aware of the transaction- In a 
lettep d^ted December 8, 1992 to the licensee, SBA informed t^he 
licensee that approval for exchange of the assets was subject to 
the conversion 0 f the stock to $2.5 million in cash w>thin 1/20 
days . 


On OctcberM, \992, the licensee received ccrrflrmation from 
Merrill Lvnchv that as of September 30, 1992 1 — c no milliun thattr s 
of National BuYlding Supply (NBS ) common stock was placed in the 
licensee's account with a closing bid price of $4.75 per share. 

Of the one million shares, 529,263 ($2,514,000) shares 

represented the stock that was delivered by CACSC^in exchange for 
the assets, and the balance of 470,737 shares S^ep resented a 
donation ol assets to the licensee by CACDC to indrease^the 
licensee's capital (discussed later in Other Matters) 


Although thei^idceqsee' s board of director's approved the exchange 
of the assets in Jdqe 1992, the licensee's files contained no\ 
evidence as ,t° the extent of the due diligence performedion NES, 
except for a| copy ot, the. June 1992 Form 10-Q Report. 

Furthermore , there wat ncNevidence that the board of directors 
approved acceptance of\he Vock. According to the licensee's' 
president, the board of chLrecrops relied on Mr. Anderson to 
provide the jnecessary inf orhat iorh^on the stock, and tfie board /was 
informed in September 1992, at\an inTo^mg J . boar d^-m^eting , tha/t 
the National! Building Supply stdck was available. The president 
further stated that Mr. Anderson discussed other stocks bu 
recommended the NBS stock, and the licensee could have refused 
the NBS stocx 
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To determine the licensee's potential risk in the NBS stock, we 
reviewed the June and Septe mber 1992 F orm 10-Q reports submitted 
by NBS to the Securitjja^SnH - Exch^nge“''^nrtmiss ion . We obtained 
the September 199>^feport directly from NBS. 


Our review disclosed that NBS's sales for the threeN^onths ended 
June 30, 19^2 were $792,564, compared to $2,009,301 fOf^ the same 

period in/l991, which Repress hts“a o.: "percent decrease For the 
six-montn period epetecfsept ember 30, 1992 , sala^were $1/598,417 

as compared to ^£4/ 105,4 35 for the same period inl^l, for\a 61 
percent decli/re. 


Shareholder^ equity has also decreased significantly. Fdr the\ 
thr ek mon^h period ended June 30, 1992, shareholder equity 
decneaseal from a deficit of $332,792 at year end to a deficit \of 
$560, 07l/. For the six month period ended September 30, 19^2, j 
shareholders' equity decreased to a deficit of $679,135. 




In addition to the significant decline in NBS financial position, 
the 'Form 10-Q reports indicated that NBS was experiencing / 
liquidity and cash flow problems. / 

We webe a^lso unable to ascertain from reviewing the 10-Q 7 reports 
when ahd to whom NBS issued the stock; however, the licensee's 
one rairlio'K shares represented approximately 19 percei>t of NBS's 
outstanalng\common stock as of September 30, 1992. 

We confirmed the licensee's investment with r t*err ill Lynch (ML^ 
the brokeragVf irm holding the stcck. ML a dvised uc that the — ' 
common stock was issued just prior to being sent to them, 
probably on about September 22, 1992, and the stock is "144 
legend stock" which is restricted stock. As to the marketability 


aded bv Over- 

rket 
bid 



of th^stock, ML informed us that the stcck i 
the-cbuirber (OTC) dealers, and is marketed by 
makers. Ak of our examination date, the stock 
price| of $4 .7s? per share, but, as of January 
closing bid .orSqe was $4.00 per share. 

We believe tlhat\th^\licensee took an undue risk in exchanging\its 
assets and acceptir.g N a stock whose marketability may be limited 
or unknown, lespeciallv^slnce it represents such a large block of 
outstanding shares. consequently, the licensee may find/ it | 
diffipult to readily sei^ltb^r^llion shares of restricted stock. 

Furthermore, the licensee hXs l^^percent of its priyate paidyi.n 
capital in one investment. S&A has owed million/of 

donated assets as paid-in capital for regulatory purposes (s^s 
Other] Matteris) ; as a result, pa id-Hn capital for regulatory' 
purposes is only $1,406,310. The libeqsee's $2 , 5 14 , OOO^n NBS 
stock [represents 179 percent of that amotrrvt^__an ovgxjrine under 
the regtriapior 
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We discussed the events with Mr. Hale, the licensee's president, 
and Mr. Anderson, who was instrumental in the transactions. 

Mr. Anderson stated thalt-tire” reason rtr-ti^e exchange was to 
provide liquidity teT^bhe licensee. He f urtK^^stated that at the 
time of the exchange CACDC did not have any stoak^to give to the 
licensee, and/ciid not know what stock would be given, to the 
licensee. ^Regarding due diligence and marketability ,\^ir . 

Anderson ^aid the Fora^LQ- ai^ ' rep ert^were reviewea\ and he 
talked to various market makers. He was irTrkrriiied that ^he price 
range for the stotlc was $4-5 per share, and that'^e stock\was 
NASDAQ/ qua lity/or better. Mr. Anderson also said the stocky was 
restricted, but there is a market for this type of stoqk, and the 
latent priqe was in the $4-5 range in Tampa, Florida, ke al^o 
askeg Mr. /Anderson where CACDC obtained the NBS stock whl>ch was 
then/ given to the licensee. Mr. Anderson stated that the\ \ 
acquisition was a private transaction, and no details would be\ 
given tcj us regarding the transaction. 


As qf t.h 


e conclusion of our on-site examination, none of the 


stocjc held been sold. 

The Investment was recorded as "Other Receivables" on the books 
of account. In accordance with SBA's Chart of Accounts, the / 

$2 , 514k 00 <3 investment should be recorded in account 2 2 0 , /"Notes 
and other securities received on sale of portfolio securities". 

\ \ ' 

Licensee's Cdmments 

Mr. Hale, thk licensee's president, said jr 
not realizing assets were being sold to an associate, and SBA is 
aware of the transaction. Mr. Hale also said that the licensee 
had a valid contract for the delivery of the stock with the right 
to acqspt or refuse the stock. Both he and Mir: — Anderson thought 
it was "htASDAQ quality" stock based on the inroq^athrsn they had 
at the time, of the decision. Also, Mr. Hale saiaN^athve knew 
that it wasi44 stock but did not know what it meantNat tbe time. 
He further stated that Mr. Anderson knew that it was i\4 stpck 


and probably] assumed the whole board knew what it meant), 
board i dependJedN^n Mr . Anderson because of his expertise 
Mr. Hale saiid the\l ibqnsee plans to sell the stock as soon as 
possible . 


Finding 2: Sale of assets^ misVlassif ied - Section 107.1002(a) 
Misrepresentation to ~ V B^A - Section i07.9Q6Ab) 

I 


The licenseei classified the salbe and traces cT~ its investments 
in portfolioi concerns as financings. Furthermore, the 
transactions! were reported to SBA as^inanci.ngs which constituted 
a misrepresentation of fact because, exde-ot ^in one c&s e, no 
direct^^anclal assistance was provided to the small concerns. 
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Section 107.1002(a) of the regulations states that current 
financial records, includijig, hooks nf__jaccount , are to be 
maintained in all mat^rfaTrespects in^actrocdance with SBA's 
system of accouivp^classif ications . 

Section 107^,9^06 (b) states that any false statement Jchowingly 
made, or misrepresentation or failure t o state a material fact 
necessary/ in order to^jnake'^a st7^ement^TRrt*->aiis. leading in\the 
light op the circumstances under which the statement was made, 
any document submitted to SBA constitutes a violation of tin 
regulations. x 

SBA Policy/and Procedural Release ^2011, Licensee Reporting f^r 
Program Evaluation Portfolio Financing Report (SBA Form 1&31) 
statues in Section I that information ‘from these reports is\use^ 
to demonstrate the value of the "financing" and management \ 
services made available to small business concerns by licensed 
SBlds to Congress, the Executive Branch, and the public at large. 
This in4ormation is also used to monitor the current status) and 
needs oh the program. Therefore, SBA is insistent in its / 

ant that licensees furnish promptly and completely /the; 
program data in accordance with the reporting 
set forth in the release; therefore, Section 


A Portfolio Financing Report (Fcrm 1031) must>6 sent 
to the investment Division of SBA by each>ircensed SBIC ' 
within\f irteen days of making a Financing to a small 
businessXcprhcern . 1 



Section 107.3 of the regulations defines "Financing" as 
outstanding financial assistance provided to a small concern by 
licemie^ whether through (a) loans, (b) guaraij 
secur:.tie^, (d) equity securities, (e) commit 
purchases of securities of a small concern through" 
underwriter . Neales or exchanges of assets arc 

During the pie ^ocNexa mined , the licensee sold 

investments in 14 pb^rtf olio concerns to 7 other smal_ 

No fuifds, exlcept ohe instance, were disbursed to the sjmall \ 
concerns purchasing N^heMicensee ' s investments. The licensee 
financed the sales byN^aklhg a loan and/or receiving equity 
securities in the seven\oncferns purchasing the investments. 

The licensee, however, reco^rvizedT^the sa les as financings and I 
recorded the transactions in the portfh4-L o i nvp-s frm£nt account^, 
"Loani to Small Business Concernbv - Loans " and "Equity Intg^ests 
of SBCs - Capital Stock of SBCs - Other", instead of recording 
the transactions as "Notes and other securities receivejKon sale 
of portfolio Securities" . 
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The sales were not "financings," as defined by the regulations, 
because, except in one tha. purch asing small concerns did 

not receive any f inan^arX'”’assi stance . ~TTre~-sales were reported to 
SBA on Portfolio Prancing Reports ( SBA Forms^Q31) as 
financings, whidh was a misrepresentation of the actual 
transactions/ 


.Is fpr-^ecfch of the ScrreSrCtrades follow The 
LuUcaptioned by the name of'fh-e^ small c r\carn 


The spec 

transactions are s^bcaptioned by the name of 
purchasing the licensee's investments: 


Autometrics, Inc. 

On M^rch p, 1991, the licensee sold the following investmS its \in 
portfolio/ concerns to Autometrics, Inc., for $330,000: 



Portfolio Concern 
Mu]|ti Marketing 

l Careens, Inc. 

Forestry Products 

Total 

(E\ = ^equity 
(P)\= roan principal 
(I) ^accrued interest 



Investment 
$ 400 (E) 

64,363 
75,000 
31,311 
490 
132,365 
$404 . 434 


(P)+(I) 

(E) 

(P) + (I) 

(E) 

(P) + (I) 


To finance thX,^!®/ the licensee made a $150 , 000 iuuii J7T3 
acquired 490 shares of Autometrics' common stock for $130,000. 
Although the SBA Form 1031 showed that the purpose of financing 
(use of proceeds) was inventory and working capital, no funds 
where [disbursed . In addition, the licensee reaTfsed a $74,434 
loss on the sale. As of the examination date/"'tde oirs^tanding 
balances remained at $150,000 and $180,000. 


The licensee 
The purpose 
Purchas 



The S^A Form 
financing as 
of the total 
was realized 
was outs 




1031 submitted to shewed the purpose of the* 7 

working capital when only a small portion ($3^,000) 
loan funds was actually disbursed . No gaip^or loss 
n the sale. As of the exanHrnadJjin_dat^; $211 , 344 
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Property Care, Inc. 


On February 1, 1991, ,±£t€~~Ticensee sold^~Xt3---i v nyestments in the 
following portf oLvoconcerns to Property Career $275,000: 


Portf olio Concern 
International Trading 

Minority Management Co. 




Investment 
$188,930 (P)+(I) N 

19 (P) + (I) 

18,65>S^) + (I) 

36,423 (P>K(I) 

$ 262 . 301 

The Vicens fie made a $275,000 loan to finance the sale, atd nc 
fundi were disbursed. According to the Form 1031 sent to\SBA\ 
the burpdse of the financing was for "working capital, leverage 
and (equipment. " The licensee realized a $12,699 gain on the 
sale. Furthermore, the investment in Property Care was than sbld 
to qACDC in June 1992 (see Finding 1) . 

Cole Masonrv & Construction, Inc. (Cole) 

On April \12, 1991, the licensee made a $400,000 loan to Cd'le 1 3 

purchase the licensee's investments in the following poryfoly 
concerns : 



Porkforio Concern 
Master Marketing 
Insurahce\k:onomists 
Total 


Investment 
$380, 622^?7+(I) 
_23,^1 (P)+(I) 


$400 , 9^-3- 


The purpose of the financing reported to S3A on the Form 1031 was 
"capital-bonding," but no funds were disbursed. In addition, the 
licen£eV realized a $923 less. Subsequently, /TrTmJujTe 1992, the 
licensee sgld , at cost, its investment in Cole^ta^CAb^C^ ( see 
Finding 1) , 


In April 199 
porL-Lplio co 


Midwest Consulting (Midwest) 

1, the Isieensee sold its investments in the following 
icerns\to N S<idwest in exchange for a $410,000 loan: 



portfolio Concerns 
^aul Sales Co. (2 Toans7 
Warren fehell Construction 
Old Couhtry Deli 

Total 


Investment 
$387,715 (P)+(I) 
15,004 (P)+(I), 

9 , 865 (P) + 


The SZ}A Form\1031, submitted to SBA'v^y the licensee, showed the 
purpose of the financing as " securityT^onding , and working 

capitally; hoyever, no funds were disbursed^ In — J«iT^i992, the 

licenseetod^d , Ns at cost, its investment in Midwest to CACDC 
(Finding 1) . 
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Mgd-A-Corp 

On February 12 , the s *° c £; d !£! 

investments in the following c^ngerns to Med A 



A-Corp common 
licensee sold 
Corp 


1 io Concern 


McLhtire N-imismaftic Auctions 
S<?uthern Fpc^s 

Total 


• ^v&fitment 

$7ooToo^Ze) 

4,900 (E) 

T 0 8 .750 (P) 
9 413 t 650 


The /icen/e reported ac^isitio^of the^stoc^to SBA^s 

common - an ^ n a f of the examination date the outstanding 

for the investment was $408,750. 

mrrpdible closeout f Tncredibl_eJ_ 



received 4,666 shares of Incredible common 
In exchange for the equity interest th 
investments in the following concern. 


CLothier (2 loans) 
Total 


Tnvestmen 

$ 189 , S8r0^ (P)+(I 
180 . iaO— f&) 



ock/ on 
licensee 


The Form 1031 submitted to SBA showed the P^^Sf^fixture 
a S g s -‘leasehold improvements, rurmtutf^xture 

iivenISk and working capital.- However, no 

disbursed^r the purpose shown^ No 0 J 0 ” r °' x l Binati > 

^tst idinfS^=r^r^'in^stment in incredible w, 
$370,000. 


date 


In addition 
misclc 
( Accoi 


\l icens 


o mfscl^ssificatlon of the abov= sales, the 

ssifie ^ as * 

ioi^J.Uo >[-W ; • |ii'H‘P4 3 c;»pob,llo. co»pob,y?i*«r: 

following thfree notes to the 
payments : 



icens ee" 


ieu 


ts regular 
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Maker 

R.& D. Lavender 
M. Gilberp^on 
B . & J. JBruce 

Total 

The licensee, prop^ 
as financings. 


Amount of 
Note Assignment 


Outstanding 
Balance 11/30/92 



did not report these 


summary' the licensee has $1,251,564 of investments ftemairung 
ts books which were misclassif ied and should be recorded In 
account 220 "Notes and other securities received on sale of 
pcr^folVo securities." In addition, the $85,112 remaining\ on phe 
Compobello notes should be recorded in account 221 "Other 
securities received," in accordance with the SBA Chart of 
Accounts 


The \licensee' s president explained the licensee's ac 
selling \existing investments and reporting them as new 
in a Vritten statement: 


tions , J in j 
ew financing. 


B^cadse of the poor economic conditions for this ; mart 
of\the\ country more and more SBCs who do business are 
required to place up assets or commercial surety in 
order\to\io business. The SBIC was abbe-'lfo provide 
this ne^d\long with working capital f h- t-fru* — 

use of ocher financings, thereby providing financings 
for more SBCs in furtherance of the Act. 

reason some of the financings were red^iced from the 
original outstanding balance [i.e. sold ^r^apTiQe less 
thanNphe licensee's cost basis] to the new riiancit 
was because the board had valued them at that amount' 
the year Nqefore [i.e. the sales price was based o"h the\ 
board ' s\Las^ portfolio valuation]. 

Lice r 

Mr. Hale said he dicNnotN^alize the financings were 
misclbssif icd , and the^amexprocedures were followed in/making, 
these} financings as othet\f inbrjcings . He further stated that be 
should nave explained on the^ FortK^031 that the financings wer^ 
transfers of assets. 
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Other Matters 


The following observations are noteworthy~~i'tsnis of information 
that are significant but have not been classif lhd^as findings. 



:ounts 


Donated Capital 

On September 30, 199>r^Central Arkansas ^ 

Corporation (CACpOf contributed to the licensee 
Receivable in tile amount of $11,523,782 
National Buildfing Supply Stock which had 
$4.75/ per sKare ($2,236,000) as of September 
$13,759,7^ contribution of the assets was 
Surplus to the licensee. 

Shortly hereafter, on October 8, 1992, the licensee applied fbr 
$6 it ill i/on of preferred securities from SBA . By letter dated ] 
October (28, 1992, to the licensee, SBA denied the funding request 
because the licensee did not have the required regulatory . , j 
capital.! The donated capital, which was a non-cash contribution, 
coulq not be used for regulatory purposes. SBA also requested 
details op the donation from CACDC. 

The libensVe, in correspondence, provided SBA with infg^matibn 
regarding CACDC and the nature of the Medical Account^ Receivable 
and the National Building Supply stock. The licej^see argued\that 
the donated assets should be allowed for leverage purposes. ^BA, 
in a letterNdatbd December 1, 1992 , its oosition_that 

the non-cash contribution cannot be used as regulatory capital, 
especially for leveraging purposes, until converted to cash. 

The Medical Accounts Receivable were designat®d_JTMWB 006107726-1 
and TMWbvO 0513527-122 , dated September 18, 19l^T^r^the 
Thompson Memorial Medical Center (located in Ca]>fgrni^. The 
r ec eiyab lesions is t of current accounts due from ins 
companies, government payors, and/or patients for heal e and 

related servfcce> 


We confirmed 
Financial Group, Ah 
receivables Were pla' 
Arkansas Community De 
but aije now jin the 
encumbrances 



ivables with the custodian, First Dominion 
Texas. First Dominion advised that the 
the account in the name of Central 
.nt Corporation on September 29, 1992, 

ame and are free of any /liens and 
ovember 30, 1992 anp 


licen 


e ' s 

The balancers 


29, 1993 was $11,523,782. 

The National Building Supply stoc\contr ibution to the license' 
was discussed in Finding 1. 

I \she donation of the assets w 


We di 
Anderson , 




licensee's vice president and president of CACDC. 
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Mr. Anderson said he would not discuss CACDC's source of the 
assets donated to the licensee, saying only that there are 
companies who are willjjjg-- 10~ donate Tund^fcr economic 
development. Mr. Anderson further stated that^ the receivables 
are guaranteed to stay at the present balance. 



As of our examination date, the Medical Accounts Rece'ivable were 
shown on the licensee re c erd^as Other Receivables- 

Medical / (asset) an^Ddnated Capital (paid-^irT^a^ital) . However, 
the 4 7 y, 7 3 7 shares" of the National Building Suppiv stock have not 
been Recorded ^ As a result, the licensee's financial records do 
not spew assets and paid-in-capital as reported to SB As. 

The /licensee's president said that because of the possible taV 
question /resulting from the trade, and SBA forcing the licensee 
to sell /the stock acquired in the exchange of its investments ^ 
witi CACDC (529,263 shares — see Finding 1), a loss might result 
on the sale of the stock. Therefore, the board felt that t}he 
proper action, to best protect the SBIC, was not to record the! 
donatedl portion (470,737 shares) of the stock. 


Portfolio Valuations 


The li&ens^e continues to retain on its books of account 
financings v^hich appear uncollectible, and/or where^the smail 
concern rs no longer in business or its existenc^cannot be V 
determined!, rf these financings were entir^ly^reserved or 
written off/\th^ licensee would have losses i ecuiva 1 pp r ihnut 
32 percent of ^approved private paid-in capital. Th 
our analysis of each of these financings: 


The following is 


Communication Company 


In February X|86 , the licensee made a $65,000 loan tdtheXsmall 
concern. The\oan balance, including accrued interest! as our 
examination [batehwas $61,990. The loan has been delinquent for 
threel years with the last payment being made in July 198^9. \ 


The concern has fi3 
partially dap 

Vi •» -HK 


apreciatec 


3r bankruptcy and the licensee has \ 

th^sloan by $12,139. Given the past 
histoiry of the loan anchthVvuncertain outcome of the bankruptcy, 
it woiild be |more appropriate t-o fully depreciate the loan. Mr/ 
Hale ^tated that the bankrupt cyhad just been filed the time 
the loan was; valued, and had Tiot haSStlje time to ^v^luate the/ 
situation. iHe further stated th 
depreciated. | 
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Monitor & Envi ronmental Drilling — fMonitorl 

^wrrr-rT ^n to t 7rg--sQncern in August 1989. 
The licensee made inan^th^S^an for 382,850 
In January interest and addi^iqnal cash of 

(included capsized *^ued J^teres^ the loanT^d, as of our 

interesty 

pg;~ ... 

personal guaranty from 1 ^ prirc. ip ^ past his tory\of the 

OT C S^^t l ^U^ S t^ a to^ S t:^ t^valde 

?ully P d^ecia?ed r untU substantial recovery has occurred.^ 

Mr. Hal stated that depreciated value was ^fthat^e 7 

licinsee could col ^=* ^ further stated that h* va 1 
waiting Ifor^the nex? interest due date before taking actio 


Med-A-Corp 


0. r.bwv U i»i ; 

UcS..^K 1 

Finding 2. 



The licensee 's-files showed f^the concern ^Jf^^ich 



for the 

al^sisuftware. 


snowea - 

and the Texas Department of Revenue __ 
bus inpsss. The concern supposedly develops met 

During thXcamination, we requested a telephone nuS^r 
conce 


the 


• nrdw to^conf irm* the~ in vestment • Subsequent to W 
. e exaSk^ date, ^licensee's president pro V£* 

i ° r redT^S e dn=orn:ct:d, Ca anr^here was ^o Atlng^ 
, 50 , Te^as f orN4edH^ Cor P • J 

, , Vn infirm the $408,750 investment and 

Lability of the concern. ^ / 
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$ 

61,990 


86,276 


'-408 ,750 

$ 

557>3qj5 

- 

102 , 2 IS' 

$ 

r 4 54 , 791 


In summary, the licensee's potential portfolio losses would 
amount to 32 percent of the licensee's private paid-in capital, 
calculated as follows^— " 

Concern Outs t a n^imc? Xnvestme nt 

CommurxCcation Company 
Monitor 
Mec^-A-Corp 

/Total unp^corded potential losses 
R4ali zed/Earnings li/30/92 (offset) 

/ Totaj/as of 11/30/92 

/paid/in-Capital as of 11/30/92 1,406, 

Potential losses as percent of capital 

(pi & (I) Principal and Accrued Interest 
(EJ Equity Investment 

In a'dditiion to the above investments, we could not satisfactorily 
ascertain the viability of one concern, although we did speak/*") 
a person \identifying himself as the principal (Autometrics, 

Inc. )\ and the loans to another concern may be overvalued (Castle 
Sewer/Sputhloop) . These two investments are discussed^below/. 

Autometrics, Ir.c. 

As discussedNpr^vious ly in Finding 2, the 1 It P risen — sc-14 — 4-t-s 
investment in three portfolio concerns to Autometrics, Inc., for 
$330 , j 00. In exchange, the licensee received a $150,000 note and 
acauired 490 shares of Autometrics' common stock for $130,000. 



he examination 


*ere also the outstanding balances as 


Autometrics ,Xaccording to the background informations^ 
financing f ilex was involved with the brokerage and restoration 



of exotic an 
files 1 showed th 
obtaiped inf 
was unknown 
authorities 


ectable automobiles. The licensee's financing 
rics was located in Nixa, Missouri. \We 
ormatx onX ^ rom a credit report which showed the name 
to loc¥l authorities, and none of the local dr state 
had any r^ccH on the business. The licensee's 


files r however, did contairN 
1992 , showing net worth 


financial statement dated/July 1, 
,271. 



Because the financing file diSL not dtrnt^a in a te lephone number/for 
the concern, we requested the concern ' s telephone number from the 
licensee's president. SubsequentNto our on-site visit of the 
licensee, thk telephone number was pXvided, and we attempted to 
contact the Concern. However, when we <ba-HL ed the t gdrephone 
numberT^vie; rehqhed a recording which did not identify the 
business ,p^rsqh>, or the telephone number. We left a message 
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informing the person of the nature of our call and a request to 
return our call. On Febru ary 1 a . 199 2 . Mr. Harry Howard, who 
represented himself tp—ta£""the cone erm'spriiici pal , returned our 
call and verba llv^<rdnf irmed the investment. 



2 were 

the concern: from outside sources, we have no assurance\as to the 
concern ' s/viability a^arrcSrv-going conCiarn^except for ^ 
discussion with Agt<?metrics ' principal. 


The 




Castle Sewer and Water Corporation (Castro 
outhloop Construction Company (Southloop^ 

a $150,000 loan to Castle in February i>$87,\and 
1/00,000 loan to Southloop in October 1987. Southloop i\s a 
.ly o^ned subsidiary of Castle. As of our examination date], 
load balances, including delinquent interest, were $227,398 
$155,870, respectively. The loans have been delinquent] for 
jiree years, no payments have been made since June 19(90, 
interest continues to accrue on the loans. The loans tfavel 
not peen depreciated. 


The rkasdn for not depreciating loans, according to the 
licensee ' k president , was the concern's strong collater^ 
position. \According to an August 1990 appraisal, the^water And 
sewer system, had a value of $1,542,641. The licensee held 
second lien mortgage position behind the first^Uren holder 
(Madison Savings and Loan Association, which^failed) . The first 
lien holder 's\lp&ns are now held by the Reso lu t i o n T. ^t r~ 
Corporation (RTC) . 


The concern's 1991 tax return showed total "mortgages, notes, 
^yable in 1 year or more" of $659,378./ &a^ed on the 
itisal\and the outstanding mortgages , there^^ms^to be 
L rientN^ol lateral , if assets were sold. HoweW, the assets 
were pot being sold and collateral alone should not oe they 
determining 
delinquent . 


^pr for valuing loans which are three yAars 


Mr. Hhle saijd he 
because he kjnows tti 
no payments 



that ti e will be able to collect the loans 
petiple and the concerns' operation.) Also] 
have beerNmadhs^ecause of the concerns' problems with 
the RTC due to the faiPmre 0<the first lien holder, and payments 
will be made once the prohlems^^re resolved. He further stated 
that he did (not want to deprgeiatie^he loans becausg/of the tax 
consequences. 

We believe that the licensee shoul 
factoi: and depreciate the loans, by 
collection problems. The licensee canno 
be able^o^jcoliect 100 oercent of the loans. 
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CAPITAL MANAGEMENT SERVICES. INC. 
Unaud ited~Tompara 1 1 ve 3aTa-nce Sheet 


EXHIBIT 1 



Loans and Investments 


Loans / $ 1,048,11X5 2,342\297 

Debt secur/ties , yS. . 

Equity interests/ 1,191,740* I\419,^70 

Assets acquired/ in liquidation \67,594 

Notes and' other securities \ \ 

Unrealized appreciation (net of depr.) f 23 . 759 ) f 16Q . ISO 


$ 2,211,094 $ 4 , 16 9L 00 

$ 20,136 $ 8 j 5 8 21 

31,090 202,4031 

Receivables ^nd accrued items 182,600 543 j 863 

Other Redeiv^bles 14,037,731** / / 

15 . 381 2 1 . 320 



Cash . . . 
Invested 


Other assets 


Total 



/ / 

S 16.49P 582 $ 4,94 5.. 57 5 

/ / 


labilities and Capital 


debentures payable to or guaranteed by SBA.C 2,000,000 $ 2,000,000 


Accounts payable and accrued items 
Other liabilities. 


Total 

Liabilities 

Capita), - 

l X 

[ \ 

Capital stj 

x x 

ock and paiXi n surplus 

Preferred 

stock issXd to SBA . . . . 

Unrealiz- J| 

gain d lossXonXecurit: 

Undistributed realized earnings. . 

i i X x 

Total i 

Capital \ X 

Total 1 

Liabilities and Capital 

* The l! 

1 

icensee's accounts are : 


$ 2 . 295 , 


.51 


.es held 


2,930,092 5 1,406, 310 

1,400,000 1,400,000 

(23,759) (160,1560 

_10 2 . 22 5 234^4921 

S 1 4 . 403 . 553 S 2.830.646 ! 


$16 


498 . 582 


X 945 , 675 


__sified, as discussed in binding 2. 

Account balance includes: (1) stoc^acquired in exchange tor 

investments in small concerns, and (>^Hedical Accounts^eceivable 
donated to the licensee. 


Prepared 


rial balances provided by the licensee. 
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EXHIBIT 2 


CAPITAL management servtces>^(t 
SCHEDCTLE^ OF OFFICERS. DIRECTORS .AND SHAREHOLDERS 



David L. Hade, president and director 

Thomas M./ Anderson, vice president, 
assistant secretary, chief financial 
otfficefr and director 

James sill HI, treasurer and director 

George 4* Ivor y' Jr -* secretary and director 

Linda\ Su<i Hale, shareholder 

Hazel EX Dennis, shareholder 

Total shares issued and outstanding 


.Common Stock 
Shares Percent 


2 , 150 
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»UU • WUINO«t«^»Nl 
“Ock it-«*Ns*s '?ra7 
50 ’ bfu.nsn 



April 20 


Mr. Joseph L 
Director 

Office of Inves tment 
U/S. Small Business Administration 
4/09 3rd/Screet, S.W. -8th Floor 
Washington, D.C. 20416 


Re: Response to your letter dao 



bear? Mr . Newell : 

\This\ is the response, containing 33 pages, to vour letter dhted 
March 26, 1993. ' / ‘ 

Indin 

As 'you\re quested and as we have previously agreed z </ reverse the 
transactions with the CACDC we have enclosed copies of the documents 
to reyerVe, also, facsimile transmitted on Apr>^ 14, 1993y Upon 
your aporoyal of the documents and the execution of same t'hould 
meet theXreqyirements of Finding 1. AIs p please f-:nd pnrlrLs gd 
the res igrnartion of Thomas Anderson as Vice-president and Board 
member of the Licensee. 



F Lading 


Tile 




ee vigorously denies any misrepres>ntat i'_ 
absurd since previous audit made no 's'uch 
where one audit approves and the nex 
arable harm to the licensee 



Your letter refers to these financings as "Sales" or "Trades". 

There is J no dociunenn or evidence of a Sale or Trade in any bf these 
financings . TheXdoc'mnent s are "LOAN AGREEMENTS AND STOCK PURCHASE 
AGREEMENTS" between. 1 "b^tidor" and "Borrower". The definition of 
"Sale" or "Trade" asXused\by the Courts, Commercial y -and Governmental 
Laws throughout the Ubkted ^States are to cons titute'' a "Sale/' there 
must be parties standingXto eath^other in relation of "Buyer" and 
"Seller"!. A "Sale" is a cb^ract^re^w^eja_tw©^artie s , caVled, re- 
spectively the "SELLER" and the "3UYER". "TRADE", is no/a tech- 
nicial word and is orainarlv used in that of exchanging / ccmmodi ties 
by barter 



\)tJtiaL Q^LCtmtt u n<dtx t&t aSmaiC 2uu/uu Qnvti.tm.tnt <^~fct of iQJti 
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To be consistant in your interper cation chat ONLY CASH may be used 
in ANY and ALL assiscance co disadvantaged small concerns, tor 
examDle it would require an SSBIC co place up ONLY CASH when 
euaranting a loan .cjxkttTc t ,“Dbna~nrr^aj[iv ocher assiscance. If chis 
is vour interpellation Chen ic should bepL^ced in wTicing and made 
a pare of cbe^rules and regulations where confess and ocher inter- 
ested parses may have the opportunity co commertt^on such interper- 
cac ion ./ 


The pieeting of£«5ruary 19, 1993 I indicacTe^Lco you cH'oc ic was the 
board's posir-fon chat chese financings were iriSyeeping Vith your 
policy char all SSBIC financings should be cash estiva lei^c and chac 
the board^ tele Chis would put che licensee in a better position 
towards/ chose ends. \ \ 

T / \ \ 

Communication Company - The board advised che auditor \chaq full 

depreciation was it's intent. \The\ board 
agrees. \ 


bled-lA-Coro - This financing has been sacisified in full). 
coLe trie: 


See Attachments 


CAsclV Sewer and Water Corp . - 

So^chlnop Construction - See attachments 

Interest will no danger He accrued on 
these loans take your letter as 

a direc ci>e^from SBA altho>*gh this 
may cre ate certain Tpgal -vmhlpmg 
for che licensee in protecting its ' 
position . 

Ar4<ansas is located in the Mississippi Delt-aRegion designated by 
tfre llniced States Congress as one of the mo s t economically 

s tressed areas . 



average Arkansas disadvantaged small concern bias a \ross annual 
income ocfTle'ss than $50,000.00. Your new rep*oting\ requirements 
will cosit theNivpical , small disadvantaged business between $3,250.00 
and $5 , 0100 . 0^a year to -“mply. In Arkansas this means the typical 
disadvamtaged "concern must spend from 152 to 202 of i!cs gross income 
on compliance. "Thi ^eliminates most Arkansas disadvantaged! concerns 
form participatingXin the program. 


While complex and expehs iveNtepro ting requirements/ may be justified 
for large business concerns, rheccare to tally inappropriate for che 
small disadvantaged busineV^. The^Troe- rd . f o eirs that this /is just 
another ’example of sys tematidydiscrimina cion that is keeping dis- 
advantaged concerns from receiv'Spg financial assistance'. 
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We have enclsoed a graph chat will issuscrates S3A's record with 
minority firms over che past decade. There is no doubt chac S3A 
financings shifted toller, — Las^_reacial Iv diverse firms during 
this period. 

In the pas^tvo years your reporting requirements for the SS3IC 
of the safall concerns has increased che licensee's expenses from 
$2 , 700/00 per year to maybe as high this year of $^,000.00. The 
tacip 7 message in tjii-s — STiirc Is to sTr±-f-c_^unding coward, larger, 
more succes s rul^oncerns : In ocher wordsT^-abandon cht^SSBIC 

mis 


mi/sion. /S' 
The SSBTC ' s ch 


The SSBTC 's charge under the ACT to financially assist Disadvantaged 
3mall Concerns who may be deprived from participating in ^he Free 
/Incerprise System is being selectively destroyed. \ 


/ 

Capital-Management Services, Inc. 


Pres iaent 
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AGREEMENT OF REVERSAL 
April 13 , 1993 


On or about June^lT, 1992, an aasignment^w^a enter into by and 
between Capital- Management Services Inc., an Arkansas Corporation 
hereinafter known as "Capital 11 and Central Arkansas Community 

for prof it ^dorporation 


/ 


Development Corporation^ an Arkansas 
hereinafter kpown as "CACDC" whereby CACD^yould assign and 
transfer tcy "Capital $2,514,000,00 in publicly traced stock of at 
lesBt NASDAQ quality in exchange for certain assets held by Capital 
as/ more/ specially set out in the Assignment attach heretp and 
marked/ "Exhibit A" and made a part hereof by reference 


That bn September 30, 1992, CACDC did infact transfer to Capital 
52^,263 shares of National Building Supply Stock at $4,75 a share. 
Both parties have held their respective assets intact 



It is \thev desire and agreement of Capital and CACDC that this 
transac^^nxpe reversed, Capital hereby trans^ats^S , 2 9 3 shares of 
National BUifciing Supply stock to CACDC a nd CACDC hereby assi gns 
and transfers all asaeta as more specially shown in Exhibit A to 
Capital . 



Presidentn 
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AGREEMENT OP REVERSAL 
April 13 , 1993 


On or about Septe*ber 30, 1992, a Contribu 


Agreement was enter 


into by and .between Capital-Management Serviceable,, an Arkansas 
Corporation hereinafter known as "Capital” and Central Arkansas 
Community Developmejvfe^Corporation , arr^Arkansas not for profit 
corporation hereinafter known as "CACDC "^whereby CACh)C would 
con/ribute^to Capital 470,737 shares of National Bi4ilding\ Supply 
stock and medical accounts receivable as designated ae THWB 
0p4l077/26-l and TMBW 00513527-122 dated September 18, 1^92. \ 


I 


SBA, 

use 


waa the hope and desire of the CACDC, with the approval 
that .Capital would be able to sell the assets for cash 
those! funds for financial assistance to the disadvantaged small 
businesses within the Mississippi Delta Region, 



It is the agreement of Capital and CACDC that this transaction be 
reverSedX Capital hereby transfers 470,737 shares of National 
Bu i 1 ding^S u^nly stock and medical accounts receivable as designated 
as THWB 00^10^726-1 and TMBW 00513527-122 dated Sepfamh^r in , , iqq? 
to CACDC and CACDC hereby acknowledges and accepts said assets as 
is of September 30, 1992, 



President 
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THOMAS W _ ANDERSON 


8604 W.H Burges 
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ba c: 


CAPITAL MANAGEMENT SERVICES , INC. 
LITTLE ROCK , ARKANSAS 
sense~ N c r. — &6-/-0£-5207 


SUMMARY: 



Non-cash asset 

contribgi^Prf"that were repres< 
of JJr^ns and encumbrances. It is" 
whether this representation was correct 
to obtain leverage from SBA based on tfi^i 
' capital . 


a capital 
and clear 
le as to 
CMS Attempted 
increase in 


o We have attempted to obtain the source of the donated 
assets without success. Therefore, the matter has been 
referred to the Inspector General for investigation. 



Licensee transferred certain assets to an as'socikte in 
exchange for stock which was represented t<^ be\ non- 
restricted stock listed on NASDAQ. The 'stock is 
restricted and not listed on NASDAQ. The value ofj this 
stock is questionable. 



is a Specialized SBIC that was licensed onl3/14/79 
it has $1.4 million in priv^jte'capital ahci $3.4 
million in SBA leverage. 

In June 1992, Licensee initiated two non-cash 
transactions with an associate (Central Arkansas 
Community Development Corporation) which were not 
consummated until September 1992 :[ 


It accepted a pool certificate' 
receivables valued at $11.5 millic 
Building Supply (NBS) stock valued 
v as a contribution of non-cash asseOi 
presented as an increase in private 



by medical 
National 
million 
,ch was 


Licensee received NBS stock valued at 
forXcert^in assets held by the License 
reported Dv the Licensee to be of comparable 


5 miillion 
which) were 
value . 



In October 19^2, Licensee applied for/ $6 million of 
leverage in the^orm of^-fit of erred ^str6ck based /on the 
capital increase consummated in September 1992./ 

On December 8, 1992, Libaqsee: 

Was reminded that, as a matter of policy, SBA does 
not leverage capital contributed in the form of 
non-cash assets until such assets are converted to 
cash. 
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Was advised that an examination of the Licensee's 
operations would be needed before any leverage 
could prrov ided . 

4as advised that approval of disposition of assets 
to an associate would be conditioned on the 
Licensee converting the NBS stock infcq $2.5 million 
of cash_w_Lth in - 1 - 2 - 0 - days 


tfas advised that the $6 
application was being returned 

On December 9, 1992, SBA agreed to accept a 
leverage application based on the 
representation that: 



the medical receivables were free and 
liens and encumbrances and 



leverage 


1.4 bullion 
licensee ' s 


lear of 


the licensee would dispose of the NBS .stock 
received in exchange for Licensee assets within 120 
days. j 

On March 11, 1993, the Examination report on tne Licensee 
was issued. Among other things, the examiner was not 
able to determine the source of the donated assets. The 
examiner reported that there was a reluctance on the part 
the Licensee's management to dj^eTose any information 
perning the source of the doh ated assets. | 

On March 26, 1993, an examination letter was sent 

advising the Licensee of the results of the examination 
and stating that the leverage application would not be 
processed until the regulatory were resolved. 

The letter also provided the Licensee^nothB^ opportunity 
to explain the source of the non-cash 



NpnX^pril 23, 1993, SBA received the Licensee's Response 
the Examination letter. Answers to questions 
cortqerhing donated assets were not provided^ Instead, 
the Hjic^psee stated that they would reverse^ the 
transactions and that no explanation should be necessary. 


essa 


On May 5, tSS 3 , ^'‘the matter was referred to the Offipe of 
Inspector GeiWalKjr investigation with the expectation 
that the sourbe of^^t^e contributed .assets wi/Ll be 
identified. Licbrsee «^pH — that they were not 
responsive to the examination letter and that the matter 
had been referred to Inspector General. 
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DATE: 

TO: 


THRU: 


FROM 


Joseph L-JJaweiTT' 

Directpr^Of f ice of Investment 




SUB, 


yllis E. Dawson 

'Chief Area II, Office of Investment 

WalterJ*etErson ^ 

Financial Analyst, Office of Investing 


Inc. 


apital Management Services, 
License No: 06/06-5207 


Ttyis memorandum is to provide a chronology of events reg^rdirig the 
aliove £SBIC's application to SBA for preferred stock leverage and 
the subsequent referral of this matter by the Investment \Division 
ori M^y 5, 1993 to SBA's Inspector General (IG) 1 for an 
investigative evaluation. 

CHRONOLOGY 



April 23 


Following a review of this matter by KBA's/ Acting 
Administrator, a letter is sent to the Licensee setting 
prth SBA's decision to refer the matter to SBA'SvIG for 
investigative evaluation and ^HTt^mo rand urn requesting 
;ucK an evaluation is transmitt ed to the IG^ i 

The Office of Investment (01) receives a letter from the 
Licensee responding to 01 's examination letter dated 
March 26, 1993. Answers to quest icjuis^concerning donated 
assets are not provided. 


3BA sends a letter to the Licensee stati] 
tb^review and comment on the agreements 

ection with our review of the Licensee' 
Examination letter of March 26, 1993. 



it 


willing 
rsal in 
response to 


ends to OI a ' facsimile transmittal 
eements of reversal for SBA approval. 


of 


April 1 


for Investment sends a letter 
responding to her request to 
istance conperriing financing 
SBIC iff~ Arkans ^sT 

tPeterson telephones Ms. TiqCoy to inquire as to^the status 
pf her search for finanbiEq. In the crKlrse of the 
nversation certain statements^ re i i ia fTewhich suggests 
the assets donated to the Licensee are not free and 
of encumbrances as has been represented by the 
Licensee in its leverage application. 
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March 26 01 sends to the Licensee an examination letter and a copy 

of SBA's Examination Report dated March 11, 1993 for the 
2 4-month ended November" 30, 1992. OI's letter 

stated^tnat the Licensee's Martk 9 th plan was not 
Eable and 01 is withdrawing^ the Licensee's 
Plication for $1.4 million of pref erred^stock leverage 
until the regulatory issues are resolved. 


March 11 


Ma 



Feb. 19 


1992 


Dec 


Dec^- 


18 


The Acpirrfg Director of SBIC 'Examinations V s^nds an 
Examination report on the Licensee to OL. The transmittal 
letter states that "We believe the donation and Exchange 
't assets raises serious questions, such\as potential 
conflict of interest transactions, which w& could not 
pursue because of Mr. Anderson's refusal to \nswar our 
questions regarding CACDC's source of the stoc}^ and 
accounts receivable, without additional information, we 
believe the potential for undisclosed material ^acts 
exists in the transactions, including the potential for 
illegal activity." 


A letter from the licensee to SBA dated Marc*/ 9,/ 1993 
indicated tnat the licensee intends to sell,/ with SBA 
approval, National Building Supply stock arfid medical 
accounts receivable over a period of six/to eighteen 
months . 

Hale, president of CMS met^w-irth Wayne Fore)^ Ned 
erson, Joseph Newell, Phy llis Dawson, anri Wa lt -pt- 
rson of the Investment Division at SBA headquarters. 
The purpose of the meeting was to discuss the licensee's 
leverage application and the concerns which have been 
raised as a result of processing tha£appli ca tion as well 
as those which have developed in t^eco^se of a recent 
SBA examination. 



stated that he wanted to reverse the ddspo^dtion of 
ss^s to an Associate (the NBS transaction^ and donated 
capital transaction in an orderly fashion. Hale was told 
to senav a let*' 0 ’- to SBA for our approval oA the 
licensee ’s\p lan to reverse the transactions.’ 


A conf identialN^emol^uQdum outlining certain^ transa ions 
which should receive s^>e^ial attentionyas sent from 01 
|to the examiner in\he SanYra^ois^e^District Office who 
jwould be responsible'Xor the forthcoming examination of 
ithe Licensee. 

The licensee submitted an appl fcBtrire^v-f^ar^Jl . 4 million of 
pr£<erred stock leverage. 
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Dec. 9 


Dec . 



01 sent a letter to the licensee agreeing to accept a 
fully executed leverage application package subject to 
the understajTdjjag s that b hja^jnedical accounts receivable 
transferred to the licensee "-fL^om Central Arkansas 
Coiruniudr€y Development Corporation f* 4 <ACDC n ) are free of 
li^ris and encumbrances and the license^vould dispose of 
certain assets received from an Associate rqr cash within 
120 days. 


Meetirjg^at SBA with James Hall IIlT^'^d^rector Capital 
Management Services. Present from SBK Foren\ Klapp, 
E3arvson and Peterson. Capital Management's preferred stock 
for $1.4 million was discussed. \ Foren 
repeated that it is SBA policy not to leverage norj-cash 
assets. A new examination is required because^ the\ last 
exam is two years old. 

01 sent a letter to the licensee concerning $13 . 8 \ million 
of assets donated to the Licensee stating the assets 
would not be recognized for regulatory capital purposes 
until converted to cash, and approval of the disposition 
of assets to an Associate was conditional on the^e assets 
being converted to cash within 120 days. OI .again 
returned the $6 million application for preferred/ stock 
leverage because of insufficient private capital./ 


Dec. l\ \OI sent a letter to the licensee agaijr'" returning its 
c^ferred stock application because£helicensee do^s not 
the requisite amount of y capital for 

30,000 of additional leverage-r- 


Oct. 28 OI returned the preferred stock application to the 
licensee because it did not have the requisite amount of 
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//Vv O-/-'/ 



Mr. tfavid Hale 
President 

Capital Management Services, Inc. 
19lb North Grant, Suite 200 
Litjtle Rock, Arkansas 72207 

Dear Mr. Hale: 


s 



06-5207 



responding 
9937 In this 


e a^re in receipt of your letter dated April 20, 1 
o SBA's letters dated March 26, 1993 and April 19 

regard, we have the following comments: 

Finding\ l 

You submitted the following agreements b^iween the licensee and 
Centra l x Ark^nsas Community Development feer po x a tion ( CACDC )~ for 
SBA's approval in order to meet the requirements of Finding 1: 

1. An unexecuted "Agreement of Reversal" between the Licensee 
and CACDC with respect to a "Contribdtlon^Agreeinent" 
s executed by such parties on or about ^SeptemBer^ 30 , 1992. 

An N unexecuted "Agreement of Reversal" betweeh the\Licensee 
and CACDC with respect to an "Assignment Agreement'/ executed 
by iuctHparties on or about June 1, 1992. 


aemei 


As we indicated 'in our letter to the Licensee dated April 19, 
1993, SHA would^review the above agreements in connection with 
our review of thfeyLidensee ' s response to SBA's examination letter 
of March! 26, 1993 .^However , we are unable to review /these 
agreements, because the Licensee’s letter of April/20, 1993 did 
not include answers to x the questions raised in our examination 
letter of March 26, 1993 \nder itrndj.ng 1 conoarfiing the l/000,000 
shares of National BuildingN$upply , TncI common stock ar 
donated medical accounts receivable ($11,532,782) 



rom SBA 



the 


licensee has 


Furthermore, despite repeated reque 

beejjunwiiling to provide a full explanation regarding the issues 
raised^Ln the Examination Report under Finding 1. Consequently, 
this matter^'h^s been referred to SBA's Inspector General for an 
investigative evaluation. 
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rinding 2 


Acceptance of^the licensee's argument that the transactions 
referred to^in the Examination Report should not b\recorded as 
"Notes apd other securitie s receive d on sale of portfolio 
securities" requires^prooT that "f lhcmoiaj.assi stance "\was 
provi^d to thesnfall business concerns. SBX^is willingNto review 
evidence which^aemonstrates that the small business concerns have 
used/ the portfolio securities in question to promote their\ 
growth, expansion and modernization, as contemplated^hy the^ Act. 


re^pect\ t 


Thp licensee's letter of April 26, 1993 states, with retpect\ to 
Med-A-tforp, that "This financing has been satisfied in ftoll.V 
Please/ provide SBA with copies of the documents showing terms, 
cgndit/ions and dates of such satisfaction including proof of bank 
deposits for any cash received. | 

Ou\r examination letter request, that interest no longer be 
accrued on the Castle Sewer and Water/Southloop Construction 
Ioanns, \ was not intended to create legal problems for the/ / 
licensee. The request was intended to avoid full income 
recognition on a delinquent loan. The licensee is able/to 
mainrein\an interest receivable on its books by following the 
instructions in Appendix II to Part 107 - Chart of^Accounts for 
SBICs (seeNaccount Nos. 143 and 144) . 

Please dirOct^any questions regarding the se matters to Walter 
Peterson at T02-205-7594 . 
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CAPITAL MANAGEMENT SERVICES, INC. 
1910 N. GRANT 
LITTLE ROCK. AR 72207 



ME S5A G£ : „ 


ONL'i 


THE INFORMA' 
FOR THE USE 


RECIPIENT 
HEREBY NOT 1 1 
COPYING OF 
TRANSMISSION 
PRIVILEGED 
COMMUNICATK 
TELEPHONE Af 
ADORE 


I0nX£ n n^ n E 3 I- THIS TELECOPY IS INTENDED 
OF TH0\ADb^ESSEE AND MAY CONTAIN INFORMATION 
IAL, PrY<Il£^ED, AND/OR OTHERWISE EXEMPT 
INDER APPLK^AeCE LAW . IF YOU ARE NOT 
>U ARE NOT AbT^ORiZED TO THIS TRANSMIT 
IED THAT ANY DXS S cHINA T ION , DISTRIBUTION 
HIS COMMUNICATION IS STRICTLY PR0HI3I7£^< THIS 
IS NG T INTENDED TO WAlV^TAf^L_£LiIbl^ 

!ELAT IONSHIP . IF YOUN^AVE RECEIVED THIS 
\N IN ERROR, PLEASE NOTIFY US IMMEDIATELY BY 
[0 RETURN THE ORIGINAL MEYsa^E TO US AT Th^-ABOVE 
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CAPITAL-MANAGEMENT SfcrtVICti. 

SU»TS JCO* ' fl 1 0 NO* r>4 GAAATT 
UTUe BOCK. ABKJUNSAS 73207 
^, 1 / 6 * 4-4013 


May 5, 1993 


Mr. Joseph" L. Newell 
Director _ 

Off ice/of Inves count 
U.S. /Small Business Adminis cracion 
409 3rd Serene, S.W. -3ch Floor 
Washington// D.C. 20416 



Dear Mr. Newell: 



Re: Your leccar dated May 5, 


I [am shocked at your letter under Finding 1. In our meeting |of 
February 19, 1993 you specifically 3tated that the reversal df 
the transaction would satis iry S3A in full. In futher conversations 
with ytau office it was explained chat this was the intend of/ the 
SB^C, nowever, we wanted your office to approve the document^ , as 
you\ requested , before the reversal was made. We mailed yVou /copies 
of the proposed documents and on April 19, 1993 you indicated- r b t 
boch\by letter and telephone that this was the right course of 
actio^K and if we intended to keep or sell the assets' for cash 
then the additional information would be needed.^ 

It was ouKyotal understanding chat chis reversal would saciSify 
Finding 1 . Nuf you wish the additional in fermarfurr a* set out in 
your letter of March 26, 1993 we will provide you with the infor- 
mation as to the best of our abilities by May 12, 1993. Should 
cerr^in information be unavailable to us then we will seek your 


Youi scat£\in your letter of May 5, 1993 chat ,, '^^pitV s repeated 
reajuest from S3A, the licensee has been unwilling bo provide a full 
explanation regarding the issues raised in the Examination Report 
under Finiihe r\. Please furnish to us, if possible 'by fare today, 
cooties of IvrityerNr e quest or other documentation that '^repeated 
request his beeh. made for any information since the issues were 
raise in your lecyerdf March 26, 1993 concerning Finding 1.^ We 
are 1 unable to located ox remember any such request. The only 
written coximiunicacioiNbro^B^your office since the Mar zj\ 26, 1993 
letter that we are ablV^to locate is the letter date^ April 19, 1993. 

We want to provide you with^any aYtd^alJLinf ormap^hn that we/ have 
available | and cooperate with you in evefy^wsy^and as I have explained 
to Mr . Walter Peterson we want ''you to approve our every s'tep and 
that we hdve the full unders can dih-gbe tween the SBIC apre SBA. Our 
goal and intent to to do every thingbhajyyou want^y^to do. We 
appobig^zeHf there has been any mis underTtnrrd±n^7 however , we want 
to emphibe^q^ar we thought that we were doing everything that you 
requested. 

Sag^ent Services, Inc. 

u.n.diC\ the <£mja±C 0 rttf c xzmzsii CT^ci of U?5S 


President 


'b'-l 
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PERSONAL & CONFIDENTIAL 



I spoke with^D^vid Hale at 1:00 today regarding the tentative 
Arkansas trip to meet with the Governor, Arkansas Development 
Finance Authority ( ADFA) and one other group thatNDavid pouldn ' t 
remembep/plus any other group you feel should be at the discuss of 
tfie SBXC Program and the "Community Banking" concept, \pavid would 
l/ike qo know when we expect to arriving so he can confirm t^e time 
Governor and other attendees. 

to and from Li title Rock 


is only one contract carrier 
lable June 3, 1993. 
ington/Dulles (7.10am) via St. Louis to Little Rock 



t Little Rock (6:00pm) via St. Louis to Wash/Dulles )( lit 02pm) 


r Information: 


Afte 
Rock t 
corresp 
and you 


and I finished our conversation reoatfding the Little 
e told me of his recent SSBIC audit"; conversations and 
pe with Walter Peterson, MartvTn Klapp, Joseph tyewell 



31am) 


If I understood what David said, 'we have shut his SSBIC down'. It 
all started when Tom Anderson, Manager of his SSBIC approached a 
grfoUb from England who is involved in Facfitnry^Built Homes among 
otjherV things . The group took $15 milrion <5"f\t heir assets- 
cqnsist^vng of stock, medical receivables etdx, rbqm American 
cqmpaniesXand invested them into Tom Andersons "Xo strings 
attached" . 


Tcjm received^a 
that under SSI 
hilm to '(donate'’ 


Acting on that 
hi|s CDC , 
attached 


egal opinion from a Little Rock law 'firm Stating 
Cs^ules and Regulations it would be acceptable for 
"surplus assets" to the SSBIC managed by| Tom. 


lega 


O] 

made a gi^ft 
no exchange 


i^nion, Tom took the $15 million ^surplus from 
oK donation to the SSBIC with no springs 
*f stgck, ownership, management or control. 


David catoe to Washingtonjx^spoke^-tg^ Marvin _ jjiarpp who 
accept the $15 million as th^\SSBICs prTvate _ "capital providing the 
assets are sold and converted tg cash prior to leverage ,/ne argued 
bqt our excision was final. He consented to our decision and was 
ini the process selling the assets wheTh-hg_ _meet wr th-^^ou and Joseph 
NeW^J. whos^told him the assets are not acceptable and to reverse 
the ent^ 
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During subsequent conversations with our office Walter Peterson 
told him not to sell the assets or reverse the entry. Then, our 
examiners did an audi^as jced.Tom A nderson questions that he felt 
could not be answe^wirtfiout the approVa^of the England group and 
everything is jKJt/ at a stand still. 

He said se^/eral letters have been written regardin^Nthe transaction 
and by ^iim putting everything back the way it was\is no longer 
acceptable to us un£i4--+re"~answers aTi^tliequestions regarding the 
'donation'. \\e s&id he has provided us witTT^ll the information he 
has /and simpWwants to know what else we want^m to dC 


He/ recently sent us a letter and did not receive \a reply. He 
called our office, Walter told him we were reviewing hi>s letter and 
w8uld get back to him. He wrote a second letter with nd response, 
oalletj for Joseph Newell and was transferred to Walter and received 
%he fame answer. According to David, no 
calls 


one has returned his 


jfce tild me that Joseph Newell and Walter Peterson both spoke with 
he ^England group', he gave us their names, address and everything 
h\e has and still we referred this to the Inspector Generals Office 
f^r investigation. 

He\has\ other investors interested in his SSBIC however, he can't 
enter into a contract with this investigation pending ^nd he's 
unab\e to reverse the $15 million transaction or the' assets. 



His maj\r Concern is taking a loss on the million during this 
holding pgrifcd which he could be liable f or an undeter mined amnnnf 
of money, not to mention the loss his SSBIC is facing. 


David ask that I share this information with you. 



41-381 97-40 
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SUMMARY 



CAPITAL MANAGEMENT SERVICES, INC. 
little -POCK^RKANSAS 
icense No. 06/0^SiQ7 
May 19, 1993 




Non-c;*slf assets were contributecl'-to CMS as\a capital 
contribution that were represented toN^e free and clear 
, " liens and encumbrances. It is questionable as to 
whether this representation was correct. XMS attempted 
to obtain leverage from SBA based on this increase in 
capital. ~ 


Licensee transferred certain assets to an associate in 
exchange for stock which was represented tot bei non- 
restncted stock listed on NASDAQ. The stock is 
restricted and not listed on NASDAQ. The valu^ of this 
stock is questionable. I 1 

We have attempted to obtain the source of the donated 
assets without success. Therefore, the matter has been 
referred to the Inspector General for investigation . 

CMS did not make interest payments on^-two debentures. 
Investment Division is schedulipe/a pre— liquidation 
ting for May 21 at 10:00. 


BACKGROUND: 


CMS is a Specialized SBIC that was licensed on 3/14/79 
and it has $1.4 million in private capital and $3.4 
million in SBA leverage. * 

June 1992, Licensee initiated \two\ non-cash 
transactions with an associate (Central \Arkansas 
,inity Development Corporation) which were not 
qsuftu^ated until September 1992: \ \ 

a^epted a pool certificate backed by medical 
rect^iv^hles valued at $11.5 million and National 
0ull< Hng 3up p ly (NBS) stock valued at >$2.3 million 
as a contribution of non-cash assets which was 
represented as^ri increase in private capital 

Licensee received NBS^st^Ck^vaXued at $2. 5/million 
for certain assess held by the Licensee which were 
reported by the LiOnsee to be of comparable value. 

October 1992, Licensee applied for^ $6 million of 
iev^rage m the form of preferred stock based on the 
catri-tal increase consummated in September 1992. 

On December 8, 1992, Licensee: 
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not 


was 

-^^T^il^acfv^ssets are converted to 

eash. 

- ;gg g J jsa 

coulji-be^provided . 

be d 2^rnedXon S ;^e 

Licensee converting the NBS stock int^S 2 . 5 Villion 
of cash within 120 days. 

Was advised that the $6 million \ leverage 
application was being returned. 


million 
rsee ' s 


on December 9, 1992, SBA agreed to accept a 51- 
leverage application based on the liceh 

representation that. 

- the medical receivables were free and/ cl^ar of 

liens and encumbrances and 


NB^ stock 
sets within 120 



the licensee would dispose of 
received in exchange for License^ 
days. 

on March 11, 1993, the Examinat^nj^«-^T^ was not 
wks issued. Among other thing , , asse ts. The 

able to determine w °f s ^"eluctance on the part 

^theUceSsee • s management to djs^se any information 
concerning the source of the don<* 

M h 26 1993, an examination '^^tter s \was ^®bt 

Qn March 26, • cn i ts Q f the examination 

^ iS1 ta g ti t n h g e t L ha C t 6 the 6 

?KSr a lso'provT ided^the Licensee another Opportunity 

t!Te^^W he source of the non - cash assetsl - ' 

•1 Vo cra received the Licensee's response 

On April Answers /to questions 

to the Ex»ma^letter n £pr!vu£d. Instead, 
concerning donated ^sets w. ^ t hev would rever: 

, transact ions S and^B^no^i^TarraTr3^n^should be ne/essary. 

Ion May 5, 1993 , the 

inspector General for ^^^i^lVssets will be 
^.•^d S ° Licensee wls advised that they were not 

'^ISnsive'to the examination letter and that the matter 
ha?been referred to the Inspector General. 


7831 



On May ? , 1993, ID was advised that CMS has not made 

interest paymgrits on - tw o-debentures : 

?14,867 was due on March 3 ant 
$35,952 was due on March 17. 

By letter of May/P , 1993 , CMS was given 7\days to make 

payment. 

On/flay 18 , 1993 , David Hale was called by thk Account 

ecutive concerning the non-payment. Hal\ stated 

that a check was in the mail for the $14, 86^ and \:hat he 
would have to sell assets to come up with the $3$, 952. 
He advised that the check would be in the mail\on hijay 19, 
1993. v 

ID confirmed that there was enough in the account to 
cover the $14,867 check; however, there would not be 
enough to cover the second check. 


Our normal procedure is to transfer a licensee to 
liquidation when payments are not made in /a iiuely 
manner. / 
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larles Mezger, Acting Director 
^Office of Examinations 


Phyllis Dawson, Chief Area 
Office of Investment 

Joseph L. Newell, Director 
Office of Investment 


[t: Capital-Management Services, Inc. 

Little Rock, Arkansas 
License No. 06/06-5207 



At ab 


: 00 P.M., I returned a call from: 

Special Agent David Reign 

ral Bureau of Investigation 
ro^S Financial Centre Parkway 
#2 Financial Center, Suite 200 
Little Rock, Arkansas 72211. 



number is (501) 221-9100. H, 

to me by SBA's Office of the In; 


^lephone 
f erred 


also aayised that he was working with the U 
fiice, and fee requested the following information: 



that he had 
eneral . 


torney ' s 


1. Copies orNthe^SBA examiner's workpapers for the examination of 
the licensee ^fqr the period ended November 30, '|1992.\ He 
expressed aife\incarest in "Findings" Numbers 1 and 2, but a 
greater intereb^ ih\"Other Matters" 


A copy of the prior 

A copy of the Licensee 7 " 
filec. October 8 , 1992 an< 


ination report. 


Prefer! 


all related correspondence/ 


A copy of the Licensee's Ahruiai 
including the IPA Report, for the' 


Report 


SBA^ Form 4 68 , 
"and 6-30-92. 
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5. 


Copies of SBA Forms 1031 filed by 
following SBCs: 


the Licensee for the 



Autonfetrics 

Kansas Commercial Realty 
:. /Property Care, Inc. 

1. Cole Masi 


a . 

b. 
c 

d. Cole Masonr>^--Xo ^3truct 4^n. 
e/. Midwest^£onsulting 
Med-A-"Corp 

'q. Ii>Credible Closeout 



Telephone numbers for Autometrics and Med-A-Corp w^ich he said 
was'" known to the SBA examiner. 

Copies of third-party correspondence 
i/nformation from SBA about National Building Supply, 
j*irst Dominion Financial Group. 

Copies of any prior referrals to the OIG re: iCapital- 

Management Services, Inc. over the last five (5) years./ 

S/A\ Reign stated that the FBI inquiry, at this time, is limited to 
information available from other than "public" sources/e. gy their 
fileo an<2 SBA files but not SEC files. 

Items turnovers 1, 2 and 6 should be providedZjy the Office of 

ExaminatHon\directly to Special Agent Davi^R^ign. The balance of 
this requestvfill be handled by the Office"" of Investment. 


THIS INQUIRY SHOULD BE TREATED AS CONFIDENTIAL. 
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U S. Small Business Administration 

Washington, D.C. 20416 


M 


''<*1 



Inc. 

Au jst 3, we received the attached letter from the United Spates 
Attor ey # Eastern District of Arkansas concerning the investigation 
of \ca Ltal Management, Inc. We referred this case to the Inspector 
Gener \ for investigation. The Inspector General referred the case 
to th Federal Bureau of Investigation due to lack of ^esoutces. 



ttorney's letter describes instances where/the licensee, 
has submitted false and fraudulent statements (etc. I 
tached Joe Newell's analysis ofttte U.S. Attorney's 

I mentioned '"this case to Marty Teckler today and we will, get 
together with his staff later today to discuss the proper course of 
action . 
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Untied States Attorney- 
Eastern District of Arkansas 



A stc\k 
account of s 
cash in it. 
$300 ,000.00, 
went into a 
cashier check 
Servi 
If fec(t 
$400,“ 


red from the account 
to Capital-Management Services, Inc., $400,000.00, 
savings account, anc $400,000.00, m the form of 
,d" off two delinquent loans^Qapi tai-Manacement 
: on its' books and made a^q^syr^vt on a third. 
,000.00 cash, credit loans a ncNarcrvhsd interest 
»dit capital $400,000.00 On th^\bas rs of new 
me.nted by the Savings account anc the\issufence of 

00 in SB A le»vera\e. 



oogus 

J. think something similar ocdu^red in March, i>8'6 , on a 
$1, 50Q, 000 . 0^ leverage on the basis-^a£_ $502 ,JlO&U0Q in new 
"capital 
1986 levera£ 


need all the documents that can oe located on the 


Also, in early 1988, David Hale applied for leverage and was 
turned down. Please send what can be found about this.* 
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Transaction One 



P9 *04 7634 
P8 *047676 
P0 *04 7632 


Total S 600.000 

sae attacned list itamrcng 

cacxxrt ar-our*s £*/ accocrt 


4 
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U.5. Small Business Administration 

Washington. O.C. 20416 


V* 



See Qislfribution Below ^ij 

i ^ r % 


Associate Administrator 
for Investment 


Liquidation Conference 
Capital Management Services 
License No. 06/06-5207 


Attached is a conference memorandum 
SBIC . 



In accordance with the applicable procedures , /a meeting 
will be held in my office at 2:00 P.M. on August 16, 
1993 to decide on action to be taken by SBA jis a/ 
regulator and creditor. 


would appreciate it if you or your 
attendance . 


ribution: 



ould be 


Ronald Cibolski - Office of Liquidation 
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PRIVILEGED AND CONFIDENTIAL 


1 . Licensee : 



Capital Management Services, Inc. 

/l9 10 North Grant, Suite 200 
Little Rock, Arkansas 72207 
License No. 06/06-5207 
Telephone No. (501) 664-8613 

Organization and Management: 

(fa) Licensed: March 14, 1979 

(b) Officers. Directors and Owners: 

TITLE 


President/ 

Director 



Davi 
2823 
Little 

Linda Sue\HaJ 
2823 N. Pierce) 
Little Rock, 

Hazel Dennis 
104 
Cypr 



ASSETS 

Loahs & Invest (cost) 


Unrealized 

Unrealized 


Deprec . 
Apprec 


Loans & Invest (value) 
Cash^K^dle x un ds 
Other Ass ^ 

Total Assets 


2,214,402 
51,819 
16 . 487 , 740 
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LIABILITIES 
SBA Guaranteed Debt 
Other Liability 
Total 
CAPITAL 


Total Liabilities 


.itj^s 
)Jrl itie 


Private Capital 
SBA Preferred Stock. 
Unrealized Gain^floss) 
Non-<?ash Gairv/lncome 
Undis. Reals Earn. (Loss) 
Tptal 
T 



$2 , 000,000 
70,293 
$2,070,293 

_S15. 156. 09 _ 
$ 1,400,00' 
(23,759 

146,33 


$16,683 , 66 
bilities and Capital 


Oi/tstanding SBA Debt: 

Loan Number 
01344600-04 
01436600-07 
01455000-09 
ck : 

05010500-02 


Dist. Da 


12/09/8 

09/10/86 

03/22/89 


09/30/89 



Violation of Section 107.906 rb> False Statement. 

The Licensee is in violation of Section 107.906 (b) . There 
eleven instances of false statement/s^tit^d in items 1 
7 of the attached memorandum (r£>^£RA&Dx£GAINST 

SBA)' S 


Sincej bhe 
no rejgue; 

Finanpial Co 


request for corrective 


see cannot rescind a 
corrective action. 




false statement 



financial position of licensee 
true picture of the underlying 
licensee's ^statement of 

imove thre donated capital 

Building Supply (NBS) , whi^ch is 
down\o zero, the licensee ' s/capital 
as shown orn<fhe adjusted Statement of 
Financial position. In addition, therms- are, gaca reasons to 
bfell^yeNbhat the Licensee's Portfolio Securities are 
materi>il\Novervalued . 


In our opinion, 
as of) 9/30/92 c 
condition of the 
financial positic 
and the shares of 
insolvent, are wr 
impaiipnent is 171%, 
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Statement of Financial Position 


Portfolio Securities Cost 
Less Current Maturities 


9/30/92 
$2,214 ,402 
570 , 617 


Adjusted 

Adjustment 900/92 

$2,214,402 
5 7 C 


Current Asset 
Cash 

Interest/and divds. rec. 
Current?/ portfolio mat. 
Other /current assets (NBS) 

Otner Assets 

^Furniture and equip. 

Other (donated assets) 

Total Assets 


Lona Term Debt SBA 

Curreht pother Liab. 

Capital ^ 

Paid in\Ca£kital & Surplus 
3% Preferred) Stock 
Unrealized ^gain (loss) 
Undist. Realized Earnings 
Total Capital 


1,643,78 

51,81 

197,14 

570,617 

2,513,999 


2,79 

13 , 773 , 793 



18,753,961 (16,273,781) 2 0,130 


2 , 000,000 

70,293 


15,166,092 () 

1,400,000 L 
(23 , 759) 
146.335 /: 



759,782) 1,406,25)10 

1 , 400, -eoo 

(28,759) 
, 513 , 999) 7 2.367, 6641 


16,683,663 (16,273,731) 409,83" 
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S BA Audit: 

An Examinationjfceport dated March^Tl-^^993 for the 24 - 
month perio^Kended November 30, 1992 contained the following 

f indings4" 

Finding Assets transferred to an Associate 

Overlinei^v-eSTfmervt 
Assets^not properly safeguarded 

Finding 2 - ^Sale of assets misclassif ied 
Misrepresentation to SBA 

The/ Office of SBIC Examinations made the following statetnent\ in 
itq transmittal letter: 

believe the donation and exchange of assets raises 
serious questions, such as potential conflict of interest 
transactions, which we could not pursue because of Mrj. 
‘Person's refusal to answer our questions regarding /CACDC ' s 
lurce of the stock and accounts receivable. Without/ 
additional information, we believe the potential foi/ 
sclosed material facts exists in the transactions , 
juding the potential for illegal activity." 

In a MaVch\26, 1993 examination letter to the licensee, the 
Office o\ Investment sought answers to questiops^concerning\the 
source ofN^heX^tock and accounts receivable<^Since 01 did notl 
receive ansWs> to' these questions, it ref erred the uiaLLei LIT the 
IG on May 5, 1993 for an investigative evaluation. IG referred 
the matter to the FBI. 


acommendation : 

It ife recbjmended that the Licensee be transfer^ 
of Liquidation to commence appropriate legal and/or 
administratiiv^action to protect the interest of SBA.’ 


e Office 


Walter Peterson 
Financial Analyst, Are' 
Office of investment 



PhyLIis E./ Dawson 
Chief, Area II / 
Office o/ Investment 
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.ytW'A, 

V 'v.;r,^ 


INVESTMENT DIVISION 
SUITE 6600 
U. S . SMALL BUSINESS ADMINISTRATION 
WASHINGTON, DC 20416 


MEMORANDUM 


Joseph L. Newell, Directo 
Office of Investment 


FRAUD AGAINST SBA 
/Capital-Management Services 
[License No. 06/06-5207 




pon information provided by the U.S. Department of 

United States Attorney, Eastern District of Arkansas, in 
\dated July 29, 1993 (copy attached) , it is apparent that 
anagement Services, Inc. (the Licensee), ha ^/defrauded 
?9o\,000 of leverage funds. 

A review tXe SBA files of the Licensee ,('"in light o f the j 
inf ormatiorNpr^vided by the DOJ, disclosed'- the fuiluwiiig” 

False and fraudulent "Amendment to License Application" 
dated 11/04/38, signed by David L. Hale, filed under cover 
letter dated 11/07/88 (signed by Dav/ia^b^Hale) , falsely 
certifying to a bogus $400,000 increase rn^the^censee 7 s 
priv^pe capital. 

False ^andkfraudulent letter dated 11/18/88, signed bv\David 
L. Ha] e\ falsely reporting the source of the $400\000 to be 
the ptfoce&dsXtotal $364,000) from his- wife's sal^ of a\ 
small commerpiai. center . 

3. False and f rauchilentvletter dated 11/12/88, signed by David 
L. HaJJe, falsely repobttng the repayment in full/of the 
Sunbelt Group, Inc^^oar^S s $3 30 , 000) 

False land fraudulent "A^licatrdTr--f<xr.. Elmers' 11 ' { $400 , OOO/F/S 
and $cj00 ,000 debentures') ciated 11/04/88, signed by Davie L. 
Hale and filed under cover of\letter dated 11/16/QQ* signed 
by David L. Hale. 

Fa^s^and. fraudulent letter dated February 6, 1989, signed 
by Davld-^h; Hale, reporting receipt of an $3,250.00 payment 
in November 1983 on the Mabe Communication, Inc., loan and 
payment in full of the Sunbelt Group, Inc. loan. 


5 . 
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False and fraudulent filing cf Portfolio Financing Reports, 
S3A Forti 1031 as follows: 


.to 


Inc. 


A. Plant and worjsl; 

amount o f^STfOO , 0 0 0 , signed by Da^/ItkJL. Hale and dated 
11/09/ 



Equity in coins, expand operations and waring capital 
" oan in the amount- of - 9300, aQX 

cT (Mclntire) signed 


Auctions , 


Inventory, equipment and cperat 
Valiev Hydraulics and Supoiv. I 
in the amount of $200,000 signed 
dated 11/11/88. 


Ongoing and continuous false and 
as follows: 


Annual Report:, SBA Form 463, for the FYE 06/30, 
reports loans to Lame, Inc., Mclntire and River falliey. 

Annual Report, SBA Form 463, for the FYE 06/30A90 
reports loans to Lame, Inc., Mclntire and Rivet Va ly . 




nual Report, SBA Form 463, for the FYE 
reports all leans reduced to -0- balan 


To maintain a cover-up of the bogus f ji nanri 



Inc., MoZntire , and River Valley, these securities have been 
exchanged for other securities issued by "questionable” 
entities at "questionable" values as discussed below: 

On ‘04/15/91, the outstanding f inane tnq^'"'cT v ^e tail 
liquidators, Inc. ($389,776), River ValT^v (§>48,413), 
Lkie, Inc. ($300,000) and Arkansas Commercial Realty 
( $ 5^4 2 5 ) were exchanged for equity shares of: 


B. 


C. 



Inc . 


$ 4 00 , 000\ 

350,000] 
250 . 000 
$ 1 , 000 , 000 / 


financings of MdTntire / 
($113,650) Jft4ze exchanged 
d-A-Ccru^Thc. . 


06/01/92, the equity N 'positians in Converging Systems, 
Iric. ($400,000); Cyberspacev^Corp . ( $3 50 , 0C0 ) ; J^tient 

Communications, Inc. ( $250 , 00^7>^i qng wit p^<other 
financings were exchanged for stock of National Building 
Inc. with a reported value of $2,514,000 as 
reported on the most recent financial statements filed 
with SBA. 


SBA has questioned the value of the National Building 
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Supply, Inc. stock as well as t he circumstances under 
which it came into possession of the Licensee. 
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a. s. 


INVESTMENT DIVISION 
SUITE 6600 

SMALL BUSINESS ADMINISTRATION 
WASHINGTON, DC 20416 


MEMORANDUM 


/SBIC Files 



6-7-1 


TO: 

FROM/ Joseph L. Newell, Directo 
Offirce of Investment 



\UD AGAINST S BA 

Capital -Management Services, Inc. 

/License No. 06/06-5207 

DAJTE: I August 3, 1993 

Ba^ed Upon information provided by the U.S. Department of 
Justice, United States Attorney, Eastern District of Ark^ansa's, in 
a letter dated July 29, 1993 (copy attached), it is apparent that 
CapiVal NManagement Services, Inc. (the Licensee), has 46frai/ded 
SBA of $ Kp 0,000 of leverage funds. 


A review 
inf ormat^x 


v the SBA files of the Licensee, iniar^ht of the s 
^ovided by the DOJ, disclosecL-tCie following: 



2 . 


3. 


4 . 


5 . 


False aha fraudulent "Amendment to License Application" 
dated 11/04/88, signed by David L. Hale, filed under cover 
of letter dated 11/07/88 (signed by David L. Hale) , falsely 
certifying to a bogus $400,000 increasqrdbfi^£he Licensee's 
private capital. 



False^and fraudulent letter dated 11/18/88, si 
L. Hale N Xfalsely reporting the source of the $4 
the prtice^ds (total $364,000) 
small cotimeVcial center. 


from his wife 


False! and 
L. Hale, 
Sunbelt Group 


False and 
and $500, 
Hale and 
by David L 



11/12/88, signed/ by David 
repayment in full <^f the 



nds" i^400, 000 P/S 
04/88 , _ s-irqfied by Dav/d L. 

igned 


'39, signed 


False Vnd fraudulent letter datea r 

^Davi>dL. Hale, reporting receipt of an $8,250.00 payment 
in Novsaribjr 1988 on the Mabe Communication, Inc., loan and 
payment irt^full of the Sunbelt Group, Inc. loan. 
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SBA Form 1031 as follows: 


7 . 


B. 


Plant and working capital loan to Lame , Inc . , in the 
amount of $300,000, signed by David L. Hale and dated 
11/09/83. 

EquityxdTrf coins, expand operations a7iti\working capital 
loap^in the amount of $300,000 to Mclntrre Numismatic 
Auctions, Inc. (Mclntire) signed by David Lx Hale and 



ated 11/07/38. 



InventqrJ, equipment and operating caprital loanNto River 
VallefV Hydraulics and Supply, Inc. (RiverNValleyX loan 
in/the amount of $200,000 signed by David tX^HaleVnd 
ted 11/11/38. 

Ongoing and continuous false and fraudulent f ilings\witl\ SBA 
as/ follows: 

Annual Report, SBA Form 468, for the FYE 06/30/89 
reports loans to Lame, Inc., Mclntire and River MaH-l 5 

Annual Report, SBA Form 468, for the FYE 06/30/9G 
reports loans to Lame, Inc., Mclntire and River /Valley . 

Annual Report, SBA Form 468, for the FYE 06/3C 
eports all loans reduced to -0- balances. 

ToNmafntain a cover-up of the bogus financings to Lame 
Inc\ MbJntire , and River Valley, thes^-s^curities have'^-been 
exchahqec\f or other securities issued fby "Que <=t" * pr.ahi — 
entitieWat "questionable" values as discussed below: 


A. 


On 04/15/91, the outstanding financings of Retail 
Liquidators, Inc. ($389,776), River Valiev ($248,413), 
Lame. Inc. ($300,000) and Arkansas Qommet-su^al Realty 
(^$58,425) were exchanged for equity snSrs^s oY 

Converging Systems, Inc. 

Cyberspace corp. 

Patient Communications, Inc. 


B. 


C. 


on 02/12/9 
(^300, 000 ) , 
for an equity 



c&e outstanding financings of Mclht ire 
nd Southern Foods ($113,650) wer^ exchanged 


tment in Med-A-Corp 



/ ' 

s L 


Orj 06/01/92, the equity pos^ti-ons in Converging Systems, 
Irjc. ($400,000); CybVrspace Corpt — f$T5cf,000); Patient 
Communications, Inc. (s^50,000) along with 4 oth£ 
financings were exchangedNfgr stock of Nationals Building 
Supply, Inc. with a reported^ad^ue^ of $2_^5JL^<000 as 
reported on the most recent financial statements filed 
th^S^A. 

SBA has questioned the value of the National Building 
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Supply, Inc. stock as well as the circumstances under 
which it came into possession of the Licensee. 
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U S. Small Business administration 

Washington. O.C. 20416 







PRIVILEGED AND CONFIDENTIAL 


DATE 


AU£U5 

lErskine B. Bowles 
' Administrator 

Wayrte y. Foren x 
Associate Administrator for 


Investment 


Capital-Management Services, Inc. 
Little Rock, Arkansas 
License No. 06/06-5207 




inform you that there have been significant new 
developments concerning the above-referenced Specialized Small 
Busibes^ Investment Company (SSBIC) that may lead tc/'a criminal 
indictment of the manager of the SSBIC, Mr. David Hale. 

On Augukt 3\1993 , the Offiae^af"~ Investment received a letter from 
the United \States Attorney, Eastern -District of Arkansas, 
concerningX^he Licensee’^ 1988 application — — 0900 , 3 CTO — m SBA 
leverage. In connection 1/ with 'the' application, the Licensee is 
alleged to have engaged rn-_a_— aeries of bogus transactions that 
caused SBA to believe that the (Licensee had increased its private 

had been repaid. 
ti»>v^SBA approved 


capobal by $400,000 and that^jirobiem in 
On ith<Kbasis of the Licensee's false 
funding in the amount of/$900,000. 


I 


We unders^rti 
attorney 
i*.llctment 


that the 

.st 6, 199 3 



with Mr . \i ale and his 
presented him wrtTT a\ draft 

_egang LhaL — MrT~ Hale and twc other ’individuals 

deftauded the bnitfed States (SBA) in 1988. SBA was sent a copy of 
thei draft j indictmentX^SBA personnel from the Investment Division 
andl the Office of ^General Counsel _vill meet with the FBI and the 
U. SI. Attorney in LihtLe x Rpck on ^August 10, 199T\to/discuss the 

evidence against Mr. Hale anckthe ~ — ‘ ' 

the) SSBIC|into receivership. 


:owards placing 

We Lave also been informed bi^he^ssistant OTs^T^Attorney that the 
licensee made false statementsv^in a 1992 applicationXf or SEA 
leverage ih the amount of $6.0 million. The 1992 reque^l for funds 
wasj^not approved. Finally, the FBI~^and _ the U.^ g^Attomey are 
investigating the Licensee's 1 236 and 1983 leverage applications to 
deteoiine^i^Xf-raud was involved! ^ 
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IN THE UNITED STATES DISTRICT COURT 
EASTERN DISTR1CL_0_F ARKANSAS 
ESTERN DIVISl 


UNITED STATES ^OF AMERICA 
VS. 

DAVID l/HALE; 

CHARLES MATTHEWS^ AND 
EUGENE' FITZHUjGH; 


) 


) 



THE GRAND JUR* CHARGES: 


IHDICXMRg 


COUNT I 



) 18 O.S.C. $371 

) 18 U.S.C. §3013 

) 18 U.S.C. §3571 


i That from on or about the 3rd day of November, 1988, and 

\ \ LJ 

continuing through on or about the 22nd day of^Nevemoer in 
the Eastern District of Arkansas, /fefeh^ants ri^VID L. HALE,) CHARLES 


together to 

^gainst the United StatesV t hat is in v i oi^t-jren- of 
agreeing to cause false entries in t/e books, 



■tiler 


MATTHEWSV AND EUGZNE F 1^2 HUGH, di 
cgitia i ebs e s 

18 u)s.c. 10^ 

nen^b^of Capi tal-Managen^nt-_Services , Inc., a 
^mpany, licensed by" 


and st 


iness Investment 


3usiness 


'in violation of 18 U.S.C. 645, by agreeing tOv cause 


istatt 


to be made to the Small Business Administrate rb to 

. N \ \ \ 

influence its actronsNand to obtain money thereby, in violation of 

18 U.S.C. 1001, by agree^ng^to conceal and cover up material facts 

all 


diction of the Sroal 



x_ajvd^fur 


Business 


/ 


further agreed 


in a ' matter within the N 

i 

Administration, an agency of 

! I 

to defraud the United States. 

! I . 

It was a part of the conspi racy^tha t defe ndant CHARLES 
MATTHEWS /"then an^ employee of an investment firm would transfer 
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from an account held by said firm for a Louisiana Family, 

firm in the name of 
and the money 


$ 800 , 000.00 into ano ther^account at 
Fitzhugh FoundaJt^orT^def endant Eugene C. Fitzhugl 


would then 


Capital 




transferred in the sum of $400,000.00 to x QU?ers if ied 
nts^-fdefendant David L. HaleT>^and vould\then be 
transferred to^a\ savings account of Capital-Management Services, 
iness^nv^stment Company, principally^ owned by 
, andyhich company also would receive the 
y-trf-etfshier' s checks purportedly in payment 
oans made by the company to other entities in 


D L.\ HALE would 


Administration that ae had 


virtue 


represent to Small Business 

/ / 

ested $4 00,000.00 into the company by 


stock purchase vitrv^mo^iey his wife had ob tained j f rom 
the sale\of ^real estate, as evidenced by , $4 00 , 000*00 now in the 


Capital -Management savings acpount, an? 
under the Small Business Investments 


the" 


?any vou l.d anolv 


any Act, for $900 , 000. 00 


from the Small Business Administration for the DurposeXof making 


loans 


other 


to x small businesses, the application 
things!, commitments to make a loan to •Corporations* irN^he N s\^m of 
$600,000.00 located at Mr. Matthews' home and off ice/addresseA. 


,000.00 located at Mr. M 

i 1 \\ 

It was ailso axpaftof ti- 


the conspiracy that with the assistance 

I \ 

TZHUGH, defendant, DAVID L. RALE would 
then create and fund threextran^act ions purportedly to Lame, Inc;., 


of defendant* EUGENE 


iugeneXs, f : 


River Valley jHydraulic and Supply, 


/ 

Ire Numismatic 


Auction, IncJ, totaling $800 , 000 .001^ with their enti i in 


turn remit the money back to the accouh 



2 
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CHARLES MATTHEWS had originally transferred the $800,000.00. 

QVERT^ACfS^ 

In furtherance of the conspiracy and to eifect the objects 
thereof/ the defendants in the Eastern District of Arkansas 
perf ormad“~ti}e following Overt Acts: 




V U.S.C. §371. 

UNT II 

y of November/ 1988, in the Eastern 

I I 

(, defendant, David L. Hale, villfully did make 

J I 

a stat^Ttrerrcr knowing It to bef^e, foi the purpose of influencing 
the actions of the Snuill Bus^nCs^Admimstration/ in he represented 
his vife\as\the soujrc^/of nevc^r^/tal he inves^ted^ in Capital- 
Management Sustains, xfnc. , his wlfgr purport^ aly*~rebei ved the _ money 
from an August 14, 1988/ sale o£/a small/^onunercial cehfer, wherein 
he knew that the source of funds wa^an accost r at a brokerage firm 
and t "capital* was shown, all in violation ofyl8\U.S.C. 


§645 . | 

I 



That from oi 


COUNT III 


about the 1st day of March, 1989, and 


Eastern District of Arkansas 
MATTHEWS, diid conspire and 





continuing through orNor about the 3rd day of March, 1989, in the 

. . / f 

nd CHARLES 
t her to ^commit offenses 
against the United States, that is' in violation of 18 U. S.Cy' 1006, 


eports, and 


endants DAVID L. HALE, 
ree 


by agreeing to cause false entries in 



3 
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statements of Capital-Management Services, Inc., a Small Business 
Investment Company .licensed by the SmaTl^Busdness Administration, 
in violatUnv^f 19 CJ.S.C. 645, by agreeing to cause false 
statemen > y made to the Small B usiness Administration to 

influenc ac\u>rts^^^ monevT^^etr^ in violation of 

agreeing to conceal and cover up mater i a l\f acts 
isdiction of the Small\Business 
United states, and further, agreed 



from x an ^account h 
$275,000.00 into a ] 
would be transferred to 


conspiracy that defendant CHARLES 
an ir^ve^Ot^nt firm would transfer 
a Louisiana /Family, 
Factors, I no/; and^this 
Manag^jrient Servi^es^Inc. , admail 

ID 


Business Investment* ComDany, principally ow n^d bv de fa 

X/ 

L. KALE, by way of cashier's checks txfrpor'b^dly in payment on 


DAVID 


in loan 
l. Hale 


certain loans made by the company to other entities in the past. 

IE would then represent to Small Busii rs^Adrnirg. station 


that in connection with the company's application undet v th^ 

| 

Business Investment Company Act, for $900,000.00 fur ng 


certain loans questioned by the Small Business Ad it ion had 

i i \\ 

been paid off or were current. 

T i 

lit was also a part ofN;he 'Conspiracy that defendar 
HALE, would j then create a^\fdnd^a'''--tiaii^^ Liberty 

Mortgage Company in the sum of y2Z5,000.00 with it to 

j \ 

transfer the Vmoney back to the account 
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U.S. Small business administration 

Washington, D.C. 20416 




DATE: September 21, 1993 

TO: 




Sayne S. Foren, 
ssociate Administrator 
' for Investment 

Capital Management Services, Inc. 

Little Rock, Arkansas 
License No. 06/06-5207 

SBA Jas appoi nted ricei ver^of Capital Management Services Inc. 
,u M c,l on September 15 199zSby Court Order in Civil Action NO. LR 
5-t V -ks^iol court for the Eastern . District of 
irVanaas Western Division. SBA was appointed Receiver tor the 
putposW of liquidating all of CMS- assets and sat isfy in/the/claims 
of ?MS\ creditors in the order of priority as determined/ by the 
Court S \Judge David L. Hale, the president and a doctor* of the 
licenkee/\ consented to the receivership. Jud^^t^as tendered 
ag!intl\ crts in favor of the SBA for the sum jf< $3 , 816 154 
accrued \ntWest, dividends and post judg jmgnt interest. 

on Monday/s^ptember 20, 1993, Mark K. Stephens, Associate General 
counsel and Cecilia Seay, the Receiver's agent retained to 
liquidate CMS, closed the bank accounts of C 2MS 

$3^200 remained in the bank accounts) , seiz.®d~-tiie records of CM , 
and a^e in the process of martialling the a.. 


The U . S /''Attorney - s office informed Mr. Stephens 
s-rieduled tb^make presentation to the Grand 

I N \ ^ . mm — ^ va o\mort* 


they are 
Jur^ on ''Tuesday, 

lSemb«r^9«,%t%7o7^p^mV‘and are" ejecting indictments to 
belreturnerbnWiday or Wednesday, September 21 or September 22, 
199 3 aqaihst J\idgeKHale and two other individuals. J^udge 
attorney Mr. Col^maK has indicated that Judge Hale may step do 
from hYs posit^aK^ municipal judge if the indictment is 
returned Against 


Qwriership- and Management 



Licensee fas re presented to ; SBA).: 


NAME 

DaJid L. ijale 
Linda S. Hale* 
Haz^T>J3enn ra 
James Halri^^^ 
George Ivory^" 
* David Hale's 


TITLE 


President/ Directi 


Secretary/ Director 
Vice President 
wif e . 
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SBA provided financing to CMS through the purchase/guarantee of 
three subordinated debentures . totalXirig $2 , 000 , 000 ($500,000 dated 
November 30, 1 9 8 3 , Jlrtt oTo 0 0 dated September 8, 1986, and $500,000 
dated March 17,^L989) and the purchase of $ lT'^XK) , 0 0 0 in preferred 
stock ($500,jUT0 in 1980, $500,000 in 1986, and >4-00,000 in 1989). 


Failure td inform SBA of C apital Impair ment is the violation stated 
in the Complaint. CMS^o^^proximaTely^Ll% capital lyXimpaired . 

Per the last ^J^lnancial Statement (SBA Form ^4^8^>S4Jbniitted to the 
SBA dated September 30, 1992, CMS maintained a ca'sh balance of 
$5l/819, ^nd owned 15 notes and 7 equities with a tot^l principal 
balance outstanding and valuation for the same sum of $2,2l4,402. 
At /September 20, 1993, approximately $3,200 cash remained i^ the 
CMS bank accounts. The Office of Liquidation believes that many of 


thb listed portfolio assets are questionable or do not exist. 


Dhn T. Spotila 
Martin D. Teckler 
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d.S. Small Business Administration 

Washington, D C. C0416 


NOTICE 


^10-io^ 


Spcbl* ** ' 

£*'* / Ufi- 


The information contained herein has bean datarminad to ba 
confidantial in nature and therefore not releasable to 
unauthorized parties. Disclosure of this information may 
violate Federal lav (a.g.. Privacy Act of 1974 , the Right to 
Financial Privacy Act of 1978 , and 18 U.S.c. $ 1905). Utmost 
discretion should be exercised. 


November 15, 1993 


Honorable John J. LaFalce 
Chairman, Committee on Small Business 
Congress of the United States 
House of Representatives 
Washington, DC 20515-6315 



Re: gapi£aL,tta n » qqner)t Services, Inc 


Dear Chairman LaFalce: 

I am pleased to provide the information you requested on 
November 4, 1993, regarding Capital Management Services, Inc. 

("Capital Management") , a Soecialized Small Business Investment 
Company ("SSBIC") located in Little Rock, Arkansas. 

As general background. Capital Management was licensed by the 
Small Business Administration ("SBA") in 1979, and received total 
financial assistance of 53.4 million from SBA during the period 
from September,- 1983 through March, 1989. _ While monitoring Capital 
Management in the fall of 1992 in connection with a request for 
additional leverage, SBA began to suspect regulatory violations by 
the SSBIC. SBA^ required Capital Management to provide further 
information about its portfolio of investments, _and__then in 
October, 1992 and December, 1992, SBA denied Capital Management's 
requests for the additional financing. 

In the review process, SBA became aware of serious potential 
regulatory problems relating to Capital Management. Accordingly, 
’’A commenced an audit of the SSBIC for the 24 month period ending 
lber 30, 1992. As a result of the audit report, issued in 
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Honorable John J. aFalce 
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March of 1993, SBA referred the case to the Office of Inspector 
General ("IG") for investigation. The IG, in turn, made a referral 
to the Federal Bureau of Investigation ( "FBI** ) for further inquiry. 
SBA officials traveled to Arkansas and net with the FBI and the 
local Assistant United States Attorney in order to review the 
records of Capital Management. This joint effort uncovered 
additional regulatory violations by Capital Management. SBA then 
moved for and obtained appointment as receiver ("Receiver") for 
Capital Management pursuant to an Order entered by the United 
States District Court for the Eastern District of Arkansas, Western 
Division, on September 15, 1993. ( United States of America v. 
Capital. Management Services . Inc. . Civil Action No. LR-C-93-646 
(Eisele, J.)) 

The Receivership was instituted for the purpose of 
administering and controlling Capital Management, making inquiry 
into regulatory compliance, liquidating all of Capital Management's 
assets, satisfying the claims of creditors therefrom, and pursuing 
all causes of action available to Capital Management against third 
parties. SBA is authorized to act as a receiver of an SSBIC under 
Section 311 of the Small Business Investment Act of 1958, as 
amended ("Act"l, IS U.S.C. S 687c. 

The following is a point by point response to the specific 
inquiries in your letter: — — 


35B IC , U ge n g g 

Capital Management was issued an SSBIC license by SBA on March 
14, 1979 under Section 301(d) of the Act, 15 U.sTc. S 681(d). 

SSBICs licensed under Section 301(d) of the Act are permitted to 
fund only those concerns owned by socially or economically 
disadvantaged persons. 


Ownership 

According -to -SBA' s files. Capital Management is currently 
owned by David L. Hale 82*, Linda Sue Hale (David Hale's wife) 9* 
and Hazel Dennis (David Hale's sister) 9*. 


Private Capital 

As required by Section 302 of the Act, IS U.S.C. S 682, 
Capital Management was initially capitalized with $152,500 in 
"Private Capital", as defined in SBA's regulations ("Regulations") 
at 13 C.F.R. S 107.3. Please note that the minimum requirement for 
"Private Capital" has been amended since the time Capital 
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Management was licensed. Subsequently, Capital Management's 
private paid-in capital increased to §500,500 in March of 1980, to 
$1,006,310 in June of 1986 and to $1,406,310 in December of 1988. 


SBA- Levey 3qe 

The total amount of SBA financial assistance provided to' 
Capital Management to date is $3.4 million. In accordance with 
Section 303 (b) of the Act, 15 U.S.C. S 683 (b), SBA provided 
financing to Capital Management through the purchase or guarantee 
of three subordinated debentures issued by Capital Management in 
the total principal amount of $2,000,000. The three financings 
were made in November, 1983; September, 1986; and March, 1989. The 
SBA also provided financing to Capital Management through the 
purchase of a total face amount of $1,400,000 in preferred stock 
issued by the Company in three separate financings in March, 1980; 
May, 198 6; and March, 1989. The SBA is authorized to purchase 
preferred securities of SSBICs pursuant to Section 303(c) of the 
Act, 15 U.S.C. S 683 (C) . 


port f ol io Fi nan ci ngs 

You have, requested details regarding Capital Management's 

financings to individual small business conc erns . These SBIC 

financings were not SBA approved investments, since SBA does not 
select or approve small businesses which SBICs choose to finance. 
Individual financing decisions are made by the SBICs, without prior 
consultation with SBA. We are not in a position at this time to 
give you details about individual financings by Capital Management. 

As Receiver, SBA is marshalling all of Capital Management's 
assets and property and gathering and reviewing all of its 
documents, books, records and files. Since its _ appointment as 
Receiver, SBA has been operating pursuant to a liquidation 
directive. New financings are not being made by Capital 
Management. The Receiver has retained a Principal Agent, Cecilia 
R. Seay, who is experienced in SBIC liquidation, has served as an 
agent for other receiverships-, has interviewed and deposed numerous 
individuals, and has general awareness of SBIC regulations and 
corporate duties in the State of Arkansas. We are in the process 
of retaining accountants to follow the flow of funds from Capital 
Managements -All of Capital- Management-' _s individual f inancings are 
being reviewed, with more information being obtained daily. Once 
the information is available, we will review it to assess what 
details we can make available to you. 

As additional background, I am attaching further information 
relating to Capital Management. If you like, SBA representatives 
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can meet at a mutually convenient time with 
Roslanowick, or any other of your designated 
clarify this information. 

n ^ 1 _look forward to working closely with 



Administrator 


Attachments 

EBB/s 


Tom Powers, Jeanne 
representatives to 

you and the Small 
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U.S. Small Business administration 

Washington. 0 C. 20416 


- DEPOSITION 



orricc or tmi 


\[Hl -t£ P c 



TO: 


Martin Teckle“ 



FROM: 


Erskine Bowie: 


DATE: 


March 3, 1994 


SUBJECT: Capital Management Co. 


I am recusing myself from all involvement in the SBA's ongoing 
investigation into Capital Management. 

My instructions to you and others since this investigation began 
still stand. These instructions are: 


1. Undertake the Capital Management investigation in the same 
vigorous manner you would any other_invest-igat'iuii _ cT' an 
SSBIC . If you find any evidence of fraud or abuse, you 
should take every appropriate step to prosecute the person 
or persons who have perpetrated this malfeasance; and 

2. The SBA should provide Chairman LaFalce with any relevant 
information that he requests. This information should be 
provided as soon as possible after the request is received. 
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U.S. Small. Business administration 

Washington. D C. 20416 


MEMORANDUM 


TO: 

FROM: 

DATE: 


Martin Teckler 
Erskine Bowie 
March 3, 1994 



SUBJECT: Capital Management Co. 


I am recusing myself from all involvement in the SBA 
investigation into Capital Management. 


's ongoing 


My instructions to 
still stand. These 


you and others since this investigation began 
instructions are: 


Undertake the Capital Management investigation in the same 
^n?£° US T? armer ^ OU would an y other invest igatiron—of an 
k BI 7Ji *5 you flnd an y evidence of fraud or abuse, you 

h V6 h y a PP ro P ria te step to prosecute the person 
or persons who have perpetrated this malfeasance; and 

Tn^^\ Sh ° U ^K pr ° vide ^airman LaFalce with any relevant 
information that he requests. This information should be • 
provided as soon as possible after the request is received. 







DEPOSITION OF JAMES B. BLAIR 
IN RE: S. RES. 120 


MONDAY, NOVEMBER 20, 1995 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 

Telephone deposition of JAMES B. BLAIR, called for ex- 
amination pursuant to notice of deposition, at 6:20 p.m. in Room 
535 of the Dirksen Senate Office Building, before JULIE BAKER, 
a Notary Public within and for the District of Columbia, when were 
present: 


ROBERT J. GIUFFRA, JR., Esq. 

Majority Chief Counsel 
ALICE S. FISHER, Esq. 

Majority Associate Special Counsel 
LANCE COLE, ESQ. 

Minority Deputy Special Counsel 
U.S. Senate 

Committee on Banking, Housing, and Urban Affairs 
534 Dirksen Building 
Washington, DC 20510 
On behalf of the Committee. 

THOMAS C. GREEN, Esq. 

MARK D. HOPSON, ESQ. 

Sidley & Austin 
1722 Eye Street, NW 
Washington, DC 20004 
On behalf of the Deponent. 
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3 


PROCEEDINGS 
MR. G1UFFRA: This is a telephone 
deposition being conducted pursuant to Senate 
Resolution 120. Senate Resolution 120 establishes a 
Special Committee administered by the Banking 
Committee of the United States Senate to conduct an 
investigation and public hearings involving 
Whitewater Development Corporation, Madison Guaranty 
Savings & Loan Association, Capital Management 
Services, Inc., the Arkansas Development Finance 
Authority and other related matters. 

This is the deposition of James B. Blair, 

B-l-a-i-r. My name is Robert Giuffra. I’m chief 
counsel of the Senate Banking Committee. With me on 
this end of the line are Alice Fisher, who is deputy 
special counsel to the Majority, and Lance Cole, who 
is deputy special counsel to the Minority staff. 

If counsel for Mr. Blair would state 
appearances for the record. 

MR. GREEN: Yes. My name is Thomas Green. 
My partner, Mark Hopson, also represents Mr. Jim 

Blair. We’re with the firm of Sidley & Austin, 

4 


Washington, D.C. 

MR. GIUFFRA: This is a deposition that is 
being conducted in advance of public hearings that 
the committee will hold right after Thanksgiving. 

Our procedure today, which is set forth in Senate 
Resolution 120, will be I will first propound a 
series of questions to Mr. Blair, and then the 
Minority counsel will be given an opportunity to ask 
questions. There may be subsequent rounds of 
questioning. 

Mr. Blair will be testifying under oath. 

If at any time, Mr. Blair, you don’t understand a 
question, let us know and we will rephrase the 
question. If you need a break at any time, again, 
let us know and we’ll take a break. 

The stenographer will prepare a record of 
the questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the public hearings. Prior to those 
hearings, you will be given a letter from the 
Committee advising you that you will be given an 
opportunity to look at the transcript and make 
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5 

corrections. If you testify at the public hearing — 
strike that. 

We’ve agreed that we will provide counsel 
for Mr. Blair a copy of the deposition transcript and 
Mr. Blair’s counsel will execute the standard 
confidentiality form that the Committee asks 
witnesses to execute. 

Mr. Blair, you understand that you have the 
right to be represented by counsel. Objections to 
the form of the question will be noted for the 
record. Counsel may object on grounds of privilege 
and relevance. And the resolution specifies a 
procedure by which Chairman D’Amato, who is the 
Chairman of the Special Committee, will rule on 
objections in the event a witness refuses to answer. 

This deposition, we’ve agreed, is being 
conducted by telephone. This deposition is being 
conducted pursuant to a request that was contained in 
a letter, I believe it was November 1 1 — 

MR. COLE: 13th. 

MR. GIUFFRA: Excuse me, November 13, 1995 
by Robert Giuffra to counsel for Mr. Blair. We 

6 

agreed that this deposition would address Mr. Blair’s 
knowledge with regard to the investigation or 
indictment of David Hale in the period May 5, 1993 
through November 8, 1993. 

We further have agreed and counsel can 
respond to this, that there in all likelihood will, 
in fact, be a subsequent deposition of Mr. Blair and 
that we have agreed for the convenience of both the 
Committee and Mr. Blair to conducting this deposition 
by telephone. 

Is that a fair statement of what we’ve 

agreed? 

MR. GREEN: That is our agreement modified 
by the caveat that we are going to -- you are going 
to interrogate Mr. Blair on the subject matter 
identified in the aforesaid letter. 

MR. GIUFFRA: And potentially we may try to 
get into other areas on this phone call, depending on 
whether time permits, but we’ll focus on what we 
specified in the letter. 

MR. GREEN: All right. 

MR. GIUFFRA: Mr. Blair, are you ready to 
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7 

proceed? 

MR. BLAIR: I am. 

MR. GIUFFRA: We’ll have the court reporter 
here in Washington swear in Mr. Blair. I’ll state 
for the record that Majority and Minority staff have 
agreed that this is a permissible procedure, and 
counsel for Mr. Blair have agreed that it’s also 
permissible from their standpoint to have the court 
reporter in Washington swear in Mr. Blair. 

Is that fair with everyone? 

MR. GREEN: It’s agreed. 

MR. COLE: Agreed by the Minority. 

Whereupon, 

JAMES B. BLAIR 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 

MR. GIUFFRA: Let us begin. 

EXAMINATION 
BY MR. GIUFFRA: 

Q Mr. Blair, if you would state your name for 
the record. 

A My name is James B. Blair, B-l-a-i-r. I am 

8 

usually called Jim. 


Q And your present business address? 

A Is 3422 North College Avenue, Suite 3, 
Fayetteville, Arkansas 72703. 

Q And your present position? 

A I’m a lawyer. 

Q And are you a lawyer in private practice or 
at a particular company? 

A Well, I am in private practice. I am on 
retainer to and my chief client, but not my only 
client, is Tyson Foods, and I do serve Tyson Foods as 
its general counsel, but I am not an employee of 
Tyson Foods. 

Q Other than your counsel, have you spoken 
with anyone about this deposition? 

A I have not. I told my wife that it was 
going to take place. 

Q Mr. Blair, when did you first learn of any 
sort of investigation involving — strike that. 

Do you know David Hale? 
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9 

A I would probably not recognize him now, but 
I am sure that I met him some 20 years ago, and I 
know who he is. 

Q What is your understanding as to who 
Mr. Hale is? 

A Well, he is somewhat notorious and has 
allegedly committed a number of crimes, both federal 
and state, in and about the state of Arkansas. 

Q And when did you first learn that Mr. Hale 
might be under investigation for committing these 
alleged crimes? 

A I couldn’t give you a time frame. I know 
that it’s been common knowledge on the street, and 
it’s been in the newspapers that the state wants to 
try him for stealing people’s burial insurance and 
that the federal people want to try him or did want 
to try him for stealing money from some kind of SBA 
organization. 

Q Do you have any recollection as to when you 
might have learned about a federal investigation of 
Mr. Hale with regard to an SBA organization? 

A No, I don’t. 

10 

Q During 1993, do you recall discussing any 
investigation of Mr. Hale with anyone? 

A I have no specific independent recollection 
of any time frame, but I’m sure that I have talked to 
people about David Hale stuff, activities. 

Q Do you recall discussing David Hale’s 
activities — strike that. 

Do you recall discussing any possible 
criminal investigation of David Hale with Bruce 
Lindsey? 

A I have no specific recollection of 
discussing David Hale with Bruce Lindsey, but it’s 
very possible that such a conversation took place. 

Q Do you know a man named Sam Heuer? 

A I do. 

Q Who is Sam Heuer? 

A Sam Heuer is a lawyer who practices law in 
Little Rock, Arkansas and he became somewhat famous 
as the lawyer who defended McDougal when McDougal was 
tried in 1990 for various alleged crimes having to do 
with Madison Guaranty, and he successfully obtained 
McDougal’s acquittal. 
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11 

Q When did you first meet Mr. Heuer? 

A Oh, probably 15 years ago. I can’t -- 1 
have no specific recollection of exactly when. 

Q What is the nature of your relationship 
with Mr. Heuer? 

A Well, I have -- he has at one time asked my 
help in trying to get a job and then decided he 
didn’t want the job, and I have referred cases to him 
that were small cases that the big firms wouldn’t 
handle. I have visited with him and dealt with him 
across the table as counsel would be opposing. 

Q Do you have any recollection as to how many 
cases you might have referred to Mr. Heuer? 

A I would say that it’s less than five, but 
more than two. 

Q Do you recall when you most recently would 
have referred a matter to Mr. Heuer? 

A Yes. I sent him some local case having to 
do with some kind of calendar sale activity or 
referred the case to him, and I think these people 
did hire him. 

Q Do you recall when that was? 

12 

A Oh, it’s been within the last, I would say, 
three months. 

Q Prior to that matter, when was the last 
matter you would have referred to Mr. Heuer? 

A Oh, maybe nine months, a year ago, a matter 
out of Oklahoma, and I don’t remember the nature of 
the matter, and I don’t think they employed him. 

Q Do you recall any other matters you might 
have referred to Mr. Heuer? 

A Not specifically, but I vaguely think there 
may have been one or two others. 

Q No recollection as to what those matters 
might have been about? 

A They were petty -- I shouldn’t say petty. 

People’s legal affairs are not petty, but they were 
not big money cases. They were what the legal 
profession would regard as small matters. 

Q And Mr. Heuer does not represent Tyson 
Foods in any matters? 

A He does not, and to my best recollection 
has not. 

Q Do you have any understanding as to whether 
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13 

Mr. Heuer is now representing Jim McDougal? 

A I am under the opinion that he is and it’s 
been in the newspapers that he was, and I believe 
that he told me that he was — told me he was going 
to. 

Q Have you ever discussed David Hale with 
Mr. Heuer? And that’s H-e-u-e-r. 

A Yes. 

Q And when do you recall speaking with 
Mr. Heuer about David Hale? 

A 1 don’t have any independent recollection 
of the time. It hasn’t been this year, but that’s 
about all that I can tell you. 

Q Do you have any recollection about the 
substance of the communication you would have had 
with Mr. Heuer about David Hale? 

A Yes. One of them was that Hale had 
supposedly been to see McDougal and tried to get 
McDougal to lie about various things that Hale wanted 
to claim was reality. 

Q What was your understanding as to when 
Mr. Hale went to see Mr. McDougal? 

14 

A I honestly don’t remember. It’s been — it 
hasn’t been this year, but it would be somewhere 
between the summer of ’92 and December of ’94, but 1 
can’t give you a better date. 

Q Do you know if it would have been before 
Mr. Hale was indicted? 

A I would think so, but I’m certainly not 
positive. 

Q Was Mr. Heuer present during this 
conversation between Mr. McDougal and Mr. Hale? 

A I don’t know the answer to that. I was 
not. 1 assume he was not, but I have no direct 
knowledge of it. 

Q What was your understanding of what 
Mr. Hale wanted Mr. McDougal to say? 

A I don’t have any understanding. It was 
just that he wanted McDougal to falsely corroborate 
some of his allegations he was making to try to 
extricate himself from his difficulties. 

Q Did you ever speak to Mr. McDougal directly 
about this conversation that he had with Mr. Hale? 

A No, I did not. 
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Q You spoke to Mr. Heuer; correct? 

A That’s correct. 

Q And Mr. Heuer - what did Mr. Heuer 
indicate to you Mr. McDougal said during the course 
of this conversation with Mr. Hale? 

A That McDougal refused to do it. 

Q And why did Mr. McDougal refuse to ~ 
strike that. 

Did Mr. McDougal say anything about the 
statements that were being made to him by Mr. Hale? 

A I wasn’t present. I mean, I don’t know 
what they - their conversation was, and none of that 
was related to me that I recall. 

Q Do you recall if it had anything to do with 
President Clinton? 

A I would be inclined to say that anything I 
said about what it related to would be outright 
speculation. I just - 1 don’t recall. 

Q Now, are you counsel to the Clintons? 

A Well, I have been. At the present time, 1 
believe that David Kendall is now their counsel, but 
I have been. 
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Q During what period were you the counsel for 
the Clintons? 

A Well, on and off from 1974 maybe through 
1992. 

Q And you would have ceased being counsel to 
the Clintons sometime prior to January 20, 1993? 

A Well, I don’t know that there’s any 
formalization of any of this. It was just at one 
point I thought I might be able to continue to 
represent the Clintons in some of these matters and 
then decided that it was better for the clients that 
they be represented by Washington counsel. 

Q Do you recall any other conversations that 
you might have had with Mr. Heuer about David Hale? 

A There may have been occasional references 
that came up about Hale that he managed to con the 
Independent Counsel Starr into believing some of his 
story and that he was being treated with kid gloves 
and the prosecuting attorney in the state was not 
being allowed to pursue his indictment on the — but 
those were just general conversations. 

Q Do you recall when those conversations 
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would have occurred? 

A No. 

Q Have you had any role with regard to paying 
Mr. McDougal’s legal fees? 

A No. 

Q Do you have any understanding as to who was 
paying Mr. McDougal’s legal fees? 

A I’m of the opinion that Heuer’s status is 
that of some kind of public defender and that he is 
being defended through the public defender program, 
but I don’t have any specific knowledge of that. 

Q Do you have any general knowledge? 

A General knowledge — well, that’s more than 
I really know. 

Q But as far as you know, you’re not aware of 
any arrangements whereby third parties are paying any 
of Mr. McDougal’s legal fees for Mr. Heuer’s 
services? 

A Not to my knowledge. 

Q Let me direct your attention to the period 
September 1993. 

A All right. 


17 
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Q Do you recall any conversations with 
Mr. Lindsey during that period about Whitewater? 

A I can’t give you any time frame that would 
cover that and any specific recollection. I have had 
occasional conversations with Bruce Lindsey. 

Q Do you recall any instances in which 
Mr. Lindsey asked you to contact Mr. Heuer with 
regard to anything having to do with either 
Whitewater or Madison? 

A No, I do not. Not that I recall. 

Q Do you know Brent Bumpers? 

A I am sure that I’ve met him. 1 know who he 
is, but again, I don’t think I would recognize him if 
I ran into him in a crowd. 

Q And he is an Assistant U.S. Attorney in the 
Eastern District of Arkansas, Mr. Bumpers? 

A I’m not sure about that, but that sounds 
like something I believe is true. 

Q Do you know whether Mr. Heuer ever spoke to 
Mr. Bumpers about David Hale? 

A I don’t know anything about any 
conversations between Mr. Heuer and Mr. Bumpers. 
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Q And you have no recollection of ~ strike 

that. 

You don’t recall ever communicating with 
Mr. Lindsey about a report that Mr. Heuer provided to 
you with regard to Mr. Hale? 

A Not specifically. I mean, I occasionally 
passed on what I would call almost street gossip, but 
I have no specific recollection. 

Q And you would have passed this information 
on to Mr. Lindsey? 

A Yes. 

Q Do you know Claudia Riley? 

A I don’t know that I’ve ever met her. 1 
know that she is Bob Riley’s widow. Bob was once 
lieutenant governor of Arkansas, and I know who she 
is. 

Q Do you have any understanding as to whether 
Ms. Riley is a friend of Mr. McDougal’s? 

A My understanding is that both Rileys looked 
after McDougal until Bob died, and that she has 
continued to kind of look after him. 

Q Do y ou recall speaking with Ms. Riley in 
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that September 1993 time frame? 

A I don’t believe I’ve ever spoken to her in 
recent years. I don’t recall any such conversation. 

Q Have you ever asked Mr. Heuer to speak to 
Ms. Riley on your behalf? 

A I’ve never asked Mr. Heuer to speak to 
Ms. Riley on my behalf that 1 recall. 

Q Do you know Fletcher Jackson? 

A No. 

Q If I told you he was an Assistant U.S. 

Attorney in the Eastern District of Arkansas, might 
that refresh your recollection? 

A I have tried a case involving the U.S. 

Attorney’s office in the Eastern District in many, 
many years, and there are lots of new young assistant 
attorneys, but to my knowledge, I’ve never met such a 
person, and I frankly don’t know if he is Assistant 
U.S. Attorney. 

MR. GIUFFRA: Off the record. 

(Discussion off the record.) 

BY MR. GIUFFRA: 

Q Did you have any conversations about David 
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Hale ~ strike that. 

Do you recall any conversations you might 
have had about David Hale with Webster Hubbell? 

A No, I don't. I mean, I don’t believe I’ve 
ever had a conversation with Web Hubbell about David 
Hale* 

Q Do you know whether you’ve ever had a 
conversation with William Kennedy about David Hale? 

A I don’t even know who Wayne Kennedy is. 

MR. COLE: I believe he misunderstood you. 

He said Wayne. Maybe if you said Bill. 

MR. GIUFFRA: Bill Kennedy. 

THE WITNESS: I know Bill Kennedy, but I’ve 
not had any conversation that I recall, and I’m 
reasonably positive I’ve not had any conversation 
with him about David Hale. 

BY MR. GIUFFRA: 

Q You know James Lyons? 

A I do. 

Q Who is James Lyons? 

A James Lyons is a fellow member of the 

American College of Trial Lawyers and he practices 
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law in Denver, Colorado. 

Q Have you ever spoken with Mr. Lyons about 
David Hale? 

A It’s not impossible that I did. I don’t 
have any specific recollection of it, but I have 
discussed Whitewater matters with Lyons, and it is 
possible that I discussed Hale, but I don’t recall 
any such discussion. 

Q Do you know Paula Casey? 

A I know who she is, but again, 1 wouldn’t 
recognize her if I met her in a crowd, and I don’t 
believe I’ve ever had any conversation with Paula 
Casey. 

Q Do you know Randy Coleman? 

A No. 

Q If 1 told that you he was David Hale’s 
attorney, would that refresh your recollection? 

A I believe I’ve read that in the newspapers, 
but I don’t recall ever having met Randy Coleman. 

Q Do you recall ever speaking with Randy 
Coleman? 

A No. I’m relatively positive I’ve never 
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spoken to Randy Coleman. 

Q You know Mack McLarty; correct? 

A I do. 

Q He was White House chief of staff in 1993; 
is that correct? 

A No, I couldn’t give you the dates. I mean, 
he was White House chief of staff. Panetta took his 
place, but I couldn’t tell you when that occurred. 

Q Do you recall ever speaking with Mack 
McLarty about David Hale? 

A I don’t believe so. My confidence level is 
95 percent that I’ve never had such a conversation 
with him. 

Q Do you know a man named Richard Mayes? 

A Yes. 

Q Who is Richard Mayes? 

A He’s another Little Rock lawyer. 

Q And what’s the nature of your relationship 
with Mr. Mayes? 

A Well, I’ve run into him occasionally at 
social gatherings. I may have at one time testified 
for his firm as an expert witness in a case many 
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years ago. I do know Richard, I guess, when I see 
him, but I’m not extremely close to Richard. 

Q You would describe your relationship with 
Mr. Heuer as closer than your relationship with 
Mr. Mayes? 

A Yes, I would. I mean, I know Sam better, 
and I’ve seen him more often. 

Q Have you ever discussed the setting up of a 
legal defense fund for Mr. McDougal with Mr. Heuer? 

A I think that I have maybe heard some 
conversation about a proposal to try to raise money 
for McDougal. I never believed it was possible, and 
I’ve never had a serious conversation about that. 

Q What recollection, if any, do you have 
about the setting up of — 

A I think it may have been more of a 
joke-type thing, a casual remark that he couldn’t 
keep working for McDougal and not get paid. And 
after he — he defended McDougal as a public defender 
in the Madison Guaranty trial, and then he continued, 
to the best of my knowledge, to deal with McDougal as 
a client, but McDougal had no funds to pay him, and 
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as this whole matter would demand time, he was 
whining about how he didn’t see how he could continue 
to represent McDougal and not get paid. 

Q And you recall some discussion between the 
two of you of a legal defense fund for McDougal? 

A Not any serious discussion. It was like 
gee, would this be a possible thing to do. 

Q And do you recall anything further about 
those conversations? 

A No. I mean, I said that in terms of crazy 
ideas, it was a highly crazy idea. 

Q Why was it a crazy idea? 

A McDougal is not a sympathetic character. 

You’ve got to have a woman who’s got polio or 
crippled or something. I mean, you’ve got to have 
some kind of sympathy to create a defense. 

Q Do you know Jack Palladino? 

A I don’t believe that I’ve ever met him. If 
I have, it’s just been to maybe shake his hand and be 
introduced to him, but I have no idea what he looks 
like, and I don’t believe I’ve ever met him. 

Q And your testimony, you can recall no 
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conversation you might have had with Mr. Palladino 
about David Hale? 

A No. 

Q Do you know Betsy Wright? 

A Yes. 

Q Do you recall any conversations you might 
have had with Betsy Wright about David Hale? 

A No, I do not. 

Q Do you know Loretta Lynch? 

A Yes. 

Q Who is Loretta Lynch? 

A Well, she is a lawyer who practices law in 
San Francisco or Los Angeles or somewhere in 
California and she’s been involved in a number of 
political races out there including, I think, a race 
for somebody for superintendent of the school boards. 

Q And did Ms. Lynch have a role with regard 
to Whitewater during the 1992 campaign, Clinton 
campaign? 

A Yes. 

Q And do you recall discussing David Hale on 
any occasion with Loretta Lynch? 
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A No, I don’t. I don’t believe the David 
Hale thing surfaced until after the campaign was 
pretty well over and Loretta had gone back to 
California. 

Q You previously testified that it was your 
belief that Mr. Hale’s allegations were false. Do 
you recall that testimony? 

A Oh, yeah. My confidence level is very high 
that his allegations are false. 

Q And what’s the basis for your belief that 
Mr. Hale’s allegations are false? 

A Well, one, he has a reputation in the state 
of being untruthful, and you would suspect anybody 
with that reputation to begin with. 

Q What’s the basis for your understanding 
that he has an untruthful reputation in Arkansas? 

A It’s common knowledge in Little Rock. I’m 
200 miles away from Little Rock, but you can go down 
the street and ask the first 10 people you see in 
Little Rock. He was a municipal judge or something 
down there that did not fit into the legal 
profession. 
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Q What are some of your other bases for 
believing that Mr. Hale is making false allegations? 

A Number two was that he apparently is guilty 
of some very bad crimes, and for him to allegedly 
say ~ 1 mean, it’s based on what I’ve read in the 
newspapers. He allegedly said, according to the 
newspapers, that he would be willing to hand over 
more important people if they would let him go. 

Well, 1 mean, that’s what - 

Q Other than from newspaper accounts — 

A Someone of his ilk and trouble can do. 

Q Other than from newspaper accounts, do you 
recall ever discussing Mr. Hale’s willingness to turn 
over other more important people? 

A No. 1 think most of what I know about that 
was what I read in the newspapers. 1 don’t recall 
any discussions with anybody about it. 

Q Have you ever discussed David Hale with 
President Clinton? 

A No. 

Q Have you ever discussed David Hale with 
Hillary Clinton? 
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A No. 

Q And when you say you’ve never discussed 
David Hale with President Clinton, that includes the 
allegations that David Hale has made about President 
Clinton? 

A That’s correct. 

Q And what is your understanding of the 
allegations that David Hale has made about President 
Clinton? 

A That Hale allegedly gave $300,000 of his 
small business capitalization company to an 
organization called Madison Marketing that was owned 
allegedly by Susan McDougal and that he now claims 
this was done because President Clinton asked him to, 
then Governor Clinton. 

Q And you never discussed that alleged 
transaction with Governor Clinton? 

A No, because none of that surfaced until 
after David Kendall had become the principal counsel 
for Clinton. 

Q Do you recall any discussions with 
Mr. Kendall about David Hale? 
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A 1 would want Mr. Kendall to waive any 
privilege of any — before I would discuss any 
conversations 1 had with Mr. Kendall whether 1 do or 
not. 

Q You believe there might have been a period 
when you and Mr. Kendall were jointly representing 
the Clintons in ’93? 

A I believe that’s possible. 

Q So your position would be you would want 
to -- let me ask another question. 

Do you recall whether you have had a 
conversation with Mr. Kendall about David Hale? 

A No. I’m not going to answer any questions 
about whether I have or haven’t had any conversation 
with Mr. Kendall about any subject whatsoever until 
there is some indication from him that protection he 
has of those conversation is waived. 

Q Have you ever discussed David Hale with 
Bernard Nussbaum? 

A No. 

Q Have you ever discussed David Hale with 
Susan Thomases? 
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A 1 am reasonably confident I have not. 1 
suppose that’s not totally impossible, but I don’t 
recall any such conversation. 

MR. GIUFFRA: Could you hold just for one 

second? 

THE WITNESS: Sure. 

(Pause.) 

BY MR. GIUFFRA: 

Q Mr. Blair, 1 think you would agree that 
before you assert the attorney-client privilege, one, 
you have to establish the existence of an 
attorney-client relationship between yourself and the 
Clintons. But even beyond that, you have the issue 
of -- on a privilege log, you would identify, for 
example, when a communication occurred by date. You 
would identify with whom the communication was with, 
and you would identify the subject matter of the 
communication, and then you could assert the 
privilege because that goes to the substance of the 
communication rather than the fact of the 
communication? 

MR. COLE: Mr. Giuffra, this is Mr. Cole 
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speaking. That would only be the case if there were 
a document that was being referenced in a privilege 
log. I don’t think any lawyer lists every privileged 
oral communication in a privilege log. 

MR. GIUFFRA: But if you’re asserting the 
privilege, you have to at least identify — it’s one 
thing to say you’re going to not testify about the 
substance of a communication, but to not say that 
you’re going to discuss whether there was a 
communication is a far different matter. 

MR. COLE: What I heard Mr. Blair say was 
that he wanted to seek guidance from Mr. Kendall as 
to what Mr. Kendall’s position was, which 1 think is 
appropriate under the circumstances. 

MR. GREEN: This is Mr. Green. We needn’t 
argue about it because he’s not going to answer the 
question. 

MR. GIUFFRA: I think on the record we 
might as well try to establish it. 

BY MR. GIUFFRA: 

Q Is it your recollection, sir, in 1993 you 
were counsel to President and Mrs. Clinton with 
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regard to Whitewater matters? 

MR. GREEN: He doesn’t have to be counsel 
to Mr. and Mrs. Clinton with respect to that matter 
or any other matter. He has indicated that he 
provided legal advice to the Clintons. He’s talking 
to another lawyer that provides legal advice to the 
Clintons. Those kinds of conversations are 
classically covered under a number of privileges and 
we’re just wasting time by your going around the 
edges of this. 

He has offered, I think, implicitly, if I 
heard him, if you want him to, to talk to Mr. Kendall 
and see what Mr. Kendall’s views are, but it’s 7:00 
at night. Let’s keep rolling to the meat of this 
thing. 

MR. GIUFFRA: Just hold for one second. 

(Pause.) 

BY MR. GIUFFRA: 

Q Mr. Blair, do you recall having any 
conversations with Richard Mayes about David Hale? 

A No, I don’t. 

Q Do you have any understanding as to whether 
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Mr. Mayes ever represented Mr. Hale? 

A That’s news to me. I have no such 
understanding. 

Q Do you know a man named Michael Johnson? 

A I don’t place him. I don’t believe so. 

Q If I told you he was in the U.S. Attorney’s 
office in the Eastern District of Arkansas, would 
that mean anything to you? 

A No. 

Q Did there come a time when you learned that 
a search warrant was executed with regard to the 
premises of something called Capital Management? 

A If I did, it would only be through reading 
the newspapers, and I don’t recall specifically 
anything about a search warrant. 

Q Did you ever discuss David Hale with 
Vincent Foster? 

A Not that I recall. 

Q Have you ever contacted anyone at the 
Eastern District of Arkansas U.S. Attorney’s office 
either directly or indirectly — strike that. Let me 
rephrase the question. 
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During 1993, did you contact anyone in the 
U.S. Attorney’s office for the Eastern District of 
Arkansas about David Hale? 

A No. 

Q Did you indirectly contact anyone in the 
Eastern District of Arkansas U.S. Attorney’s office 
with regard to David Hale? 

Do you want to read the question back. 

(The reporter read the record as requested.) 

MR. GREEN: This is Mr. Green. I’m not 
sure how you indirectly contact. 

BY MR. GIUFFRA: 

Q Did you ever ask anyone to contact someone 
in the U.S. Attorney’s office about David Hale in 
1993? 

A No. 

Q Is that Mr. Green or is that Mr. Blair 
answering the question? 

A That’s Mr. Blair answering the question. I 
don’t know anybody in the Eastern District U.S. 

Attorney’s office. I haven’t had occasion or 
involvement with him. I haven’t asked anybody to 

36 

talk to him about anything. 

Q Did you ever discuss — did you ever ask 
Mr. Heuer to contact the U.S. Attorney’s office in 
Arkansas about David Hale? 

A No. 

Q Did you ever — strike that. 

Do you know whether Mr. Heuer ever 
attempted to find out if Mr. McDougal would be 
indicted along with Mr. Hale? 

A I was probably interested in that, but I 
didn’t exert myself to find out about it. Again, it 
was kind of street gossip that it’s typical in the 
legal community. 

Q Have you ever discussed with anyone — 
strike that. 

Have you ever discussed with Mr. Heuer - 
did you ever discuss with Mr. Heuer whether McDougal 
would be indicted along with Hale? 

A That’s certainly a possibility. I have 
discussed with Heuer at times whether McDougal was 
actually going to be reindicted after his first 
acquittal. 
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Q Do you recall when you first would have 
spoken with Mr. Heuer about the reindictment of 
McDougal? 

A No. I mean, it would be sometime after the 
first Whitewater stuff got in the newspapers, and it 
would be before this year. 

Q Do you recall anything about the substance 
of those communications? 

A No. I again think it was just in 
generalities and just a gossipy-type conversation. 

Q Do you recall reporting the results of your 
conversation with Mr. Heuer back to anyone either at 
the White House or anywhere else? 

A I don’t have any recollection of that. I’m 
not saying if I didn’t hear something interesting, I 
might not have passed it on to Bruce Lindsey, but I 
have no specific recollection of that. 

Q Do you recall ever discussing with 
Mr. Lindsey whether McDougal was going to be indicted 
along with Mr. Hale? 

A I don’t have any specific recollection of 
such a conversation. I wouldn’t say it’s impossible 
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that I had such a conversation. 

Q Do you have any general recollection of 
such a conversation? Do you have any general 
recollection of such a conversation with Mr. Lindsey 
about whether Mr. McDougal would be indicted along 
with Mr. Hale? 

A No, I do not. 

Q Have you ever discussed — strike that. 

Do you know Jim Guy Tucker? 

A Yes. 

Q What’s the nature of your relationship with 
Jim Guy Tucker? 

A Well, I’ve known him for 20-some odd years, 
and I have supported him and dealt with him when he 
was a congressman, when he was the attorney general 
and occasionally in various political campaigns, and 
I’ve certainly dealt with him since he’s been 
governor. 

Q Have you ever discussed David Hale with Jim 
Guy Tucker? 

A I don’t think so, not that I recall. 

Q Do you have any understanding — strike 
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that. 

Do you know whether Jim McDougal attempted 
to contact Vincent Foster during 1993? 

A Yes, I believe he did. 

Q What’s the basis for your understanding 
that Mr. McDougal tried to contact Mr. Foster? 

A My recollection is that Vince called me and 
said that McDougal had called him and he didn’t want 
McDougal thinking that he could call up there, and I 
told him that I would deal with it. It wasn’t 
necessary for him to be involved. 

Q Do you know whether Mr. Foster spoke to 
Mr. McDougal? 

A I don’t know the answer to that. I know — 
again, my recollection is Vince called me and he said 
that he didn’t want McDougal thinking he could call 
up there. I don’t know whether he actually spoke to 
him or not. 

Q And did you have any understanding as to 
what Mr. McDougal was calling Mr. Foster about? 

A It was about the tax returns of the 
Whitewater Development Corporation which I had agreed 
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to get produced, and he was complaining apparently 
because they weren’t timely done. 

Q So it would be your best guess that 
McDougal probably spoke to Foster? 

A That would be pure speculation. 1 don’t 
know. 

Q Well, how would Mr. Foster know what 
Mr. McDougal was talking about if he didn’t speak to 
him? 

A Well, I don’t think there were a lot of 
things he could be calling about, but 1 can’t answer 
that. 

Q When you indicated to Mr. Foster that you 
would take care of Mr. McDougal, what did you mean by 
that? 

A That 1 would see that the tax returns 
were — what 1 explicitly told Vince was I would see 
that the tax returns got prepared and delivered to 
McDougal’s counsel. 

Q And did you contact Mr. McDougal yourself? 

A No, I did not. I contacted his lawyer. 

Q Mr. Heuer. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7890 


41 

When did you first learn ~ strike that. 

During 1993, when did you first learn that 
Mr. McDougal might be under investigation? 

A I don’t know. I had assumed that because 
he was acquitted in his first — he was probably not 
under any kind of investigation. 

Q Did there come a time in 1993 that you 
learned that $300,000 had been deposited in 
Mr. McDougal’ s bank account? 

A I don’t know that to this day. What I had 
heard was that Hale allegedly gave $300,000 to Susan 
McDougal under the name of Madison Marketing. 

Q Have you ever discussed Madison Marketing 
with Mr. Lindsey? 

A I don’t believe so. I don’t think so. 

Q Do you know Susan McDougal? 

A Yes. 

Q Excuse me? 

A Yes. 

Q What is the nature of your relationship 
with Susan McDougal? 

A I don’t have a relationship with her, nor 
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have I ever had a relationship with her. I knew her 
as McDougal’ s wife when he ran for Congress against 
John Paul Hammersmith. She was somewhat active in 
the campaign. 

Q Have you ever spoken — strike that. 

When was the last time you spoke to Susan 
McDougal? 

A It’s not been within the last four or five 
years that I recall. 

Q Do you know who Mrs. McDougal’s counsel is 
in her current — at her upcoming criminal trial? 

A My understanding is it’s Jennifer Horan, 
who is the Arkansas public defender for the federal 
courts. 

Q Have you ever spoken to Ms. Horan about the 
upcoming — strike that. 

Have you ever spoken to Ms. Horan about 
anything having to do with David Hale? 

A I have not. 

MR. GIUFFRA: Now might be a good time to 
deal with these other issues that I mentioned 
earlier. 
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MR. COLE: Before we ask about other 
issues, do you want to let me ask questions on this 
subject matter? And 1 have concerns on going into 
other issues depending on what the other issues you 
have in mind are. 

MR. GIUFFRA: The other issues 1 have in 
mind are RTC referrals relating to Madison just with 
regard to the ’93 period and ’94 period. 

MR. COLE: I don’t think I would object to 
that. I don’t think this is an appropriate time. I 
know Mr. Blair has produced documents to the 
Committee and I don’t think that a telephone 
deposition is an appropriate time to go through a lot 
of documents and I didn’t come prepared to do that. 

MR. GIUFFRA: No, I don’t have any 
intentions. Just as a way to expedite his next 
deposition. 

MR. GREEN: Gentlemen, this is Tom Green. 

It’s now — we’ve gone an hour. Unless 1 hear 
Mr. Blair countermand me, which is his prerogative, 
it would be my inclination to have each of you finish 
your questions on the presently agreed upon subject 
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matter, and then if you find it necessary to 
reconvene this process again, we can do it at a later 
date. 

MR. GIUFFRA: All right. Why don’t 1 - 
because I think this relates to his understanding 
with regard to the Flale matter. 

BY MR. GIUFFRA: 

Q Did there come a time in 1993 when you 
learned that there were criminal referrals — RTC 
criminal referrals relating to Madison Guaranty? 

MR. GREEN: This is Mr. Green. 1 don’t 
know that that falls within the contours of our 
letter of understanding. But Mr. Blair, I’ll leave 
it to you, if you want to delay responding to that or 
if you wish to answer that question. 

THE WITNESS: No. I don’t mind 
responding. I don’t know a thing in the world about 
the RTC stuff except what I’ve read in the newspaper. 

BY MR. GIUFFRA: 

Q It’s your testimony that no one ever 
discussed the fact that there were RTC criminal 
referrals relating to Madison during 1993? 
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A No. 

Q Do you know Jean Hanson? 

A 1 do not. I saw her on C-Span when she 
testified before your committee. 

Q There’s a document that you produced that 
bears Bates number 140 and 148. 

A I don’t have any documents in front of me 
so - 

Q It’s a document -- it’s a memorandum to 
Congressman Leach from the Banking Minority staff, 
and then attached to it are a series of documents, 
including a letter from McDougal to Charles Campbell 
of the Security Bank and Paragould and some 
Whitewater Development checks. 

Do you know where you would have obtained 
that document? 

A I at one time developed and I have turned 
over to your committee everything I did develop 
regarding a Whitewater file in an effort to determine 
how much money that McDougal actually took out of 
Whitewater on the basis that the press was always 
focused on how much he put in, but they never paid 
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any attention to how much he took out. And I suspect 
that that document was collected, as I was in the 
process of collecting whatever I could on those 
matters. 

Q Well, this is a document that bears a fax 
notation of February 3, ’94. 

A Again, that doesn’t mean anything to me. I 
suppose 1 could look at the document and maybe could 
tell from the fax number or whatever where it came 
from, because it’s a document of public record, is it 
not? 

Q No, it appears to be an internal 
memorandum. 

MR. COLE: Do you know for a fact, 

Mr. Giuffra, that that was not released to the public 
at or prior to the time it was transmitted to 
Mr. Blair according to the fax line? 

MR. GIUFFRA: I don’t know what it is. 

That’s why I was asking Mr. Blair. 

THE WITNESS: No, I don’t have any 
documents in front of me, so I just don’t know. 

BY MR. GIUFFRA: 
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Q Is there any way you could take a look at 
this document bearing Bates numbers 140 to 148? 

MR. HOPSON: We have the documents here in 
Washington. 

MR. GREEN: Jim, do you have any documents 

there? 

THE WITNESS: Well, I can make an effort to 
see what I’ve got here. I haven’t reviewed any 
documents in preparation for this, but I do have them 
in my file here. 

BY MR. GIUFFRA: 

Q I’m curious as to how you got this 
document. 

A Again, it’s speculation, but I would 
suspect it was from David Kendall, but I don’t know. 

What’s the Bates number again? 

Q It’s number 140 to 148. 

A I don’t know that I have -- I think my 
counsel have the documents with those Bates numbers, 
but I don’t know that my file has those numbers, 
unfortunately, because those were produced through my 
counsel in Washington. So I can’t find the 
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documents. 

Q Maybe what we can do is fax you the 
document while Mr. Cole is asking questions. 

A I have no objection to that. 

Q What’s your fax number there? 

A I have to go look it up because I don’t fax 
things myself, but hold on one second. 

MR. COLE: Does this document have some 
relevance to the Hale matter, or is this just general 
interest, Mr. Giuffra? 

MR. GIUFFRA: It may relate to the Hale 

matter. 

MR. COLE: Is there something specific in 
it that appears to relate to the Hale matter? 

MR. GIUFFRA: It’s a discussion of Madison 
Marketing in the document. 

THE WITNESS: Okay. The office fax is 
501-290-7316. 

MR. GIUFFRA: We’ll fax it to you right 
now. I just have a couple more questions and then 
Mr. Cole will get his chance. 

BY MR. GIUFFRA: 
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Q Who is Archie Schaffer? 

A Archie Schaffer is a man, maybe not quite 
so young anymore, who is the director of governmental 
affairs for Tyson Foods. 

Q Do you recall ever discussing David Hale 
with Archie Schaffer? 

A No. 

Q Mr. Schaffer is the husband of Beverly 
Bassett Schaffer, is that correct, former -- 

A That is correct. 

Q Just a couple of matters. Do you recall 
any other conversations you might have had with 
Mr. Lindsey about David Hale? 

A No. If I heard something on the street, I 
may have passed it on, or if I heard something from 
Heuer, I may have passed it on, but I don’t have any 
recollection of anything other than what we’ve 
discussed, and that’s not anything specific. 

Q Do you recall any other conversations you 
might have had with Mr. Heuer about David Hale? 

A Nothing, only general conversation like can 
you believe what David Hale is doing, or can you 
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believe what David Hale is getting away with, or 
something like that. 

Q During 1993, what was the frequency of your 
communications with Mr. Heuer? 

A They could have been as frequently as 
monthly. I don’t think they were extremely frequent. 

Q Those communications would have dealt with 
Whitewater matters? 

A Not all of them, but certainly some of them 
would. 

Q Do you recall any conversation you would 
have had with Mr. Heuer about Whitewater matters? 

A No. I had conversations with him about the 
tax returns. I called him and told him I knew we 
didn’t get them prepared when we said we would, and I 
would get them prepared, and I would see that they 
were delivered to him. And I called and told him 
that I would deliver them — I had them in hand and I 
would deliver them shortly, and I did deliver them. 

That’s all I recall. 

Q And am I correct that with regard to 
Mr. Hale’s indictment, you first learned that he 
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1 would be indicted from press accounts? 

2 A I believe that to be true. 1 don’t think I 

3 would have known it from anywhere else. 

4 Q If I told you that he was indicted on 

5 September 21, 1993 — 

6 MR. COLE: 23rd. 

7 BY MR. GIUFFRA: 

8 Q Excuse me, September 23, 1993, is that the 

9 first you learned he would be indicted? 

10 A I would say that’s basically probably true, 

1 1 but I don’t know. I mean, I don’t have any specific 

12 recollection of that. I would -- if I could go back 

13 and look at the newspaper clippings, I could tell you 

14 newspaper stories and I don’t know how early there 

15 was speculation in the newspapers. And once there 

16 was speculation in the newspapers, there was 

17 certainly free gossip among the legal profession, but 

18 I couldn’t unravel that without seeing the newspaper 

19 articles. 

20 Q But you don’t recall any ~ you don’t 

21 recall any discussions you might have had with anyone 

22 prior to September 23, 1993 about whether Hale would 
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1 be indicted? 

2 A No, I have no specific recollection of any 

3 such conversation. 

4 Q No general recollection? 

5 A Well, I just — I’m not saying it couldn’t 

6 happen. I just — but I have no memory of it 

7 happening. 

8 Q And then with regard to whether McDougal 

9 would be indicted along with Hale, do you recall any 

10 conversations prior to September 23, 1993? 

11 A Well, it’s hard for me to put that 

12 together. I didn’t know Hale was going to be 

13 indicted. Prior to that date, I don’t know how I 

14 would have had any conversations that McDougal was 

15 going to be indicted along with him. 

10 Separating that out, did I have any 

17 conversations that McDougal might be indicted, 1 

18 can’t put any time frame on any of that. 

19 Q Again, it’s your testimony that you have 

20 never spoken to President Clinton about David Hale? 

21 A Not that I recall, and 1 don’t believe that 

22 the Hale matter surfaced at the time that I would 
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have been talking to him about any of this. 

MR. GIUFFRA: I’ve concluded, and if you 
could look at that fax when it comes in, that will be 
my last bit of questions. 

EXAMINATION 

BY MR. COLE: 

Q Mr. Blair, this is Lance Cole for the 
Minority and I’m going to be as brief as I can 
because it’s late, at least here. Mr. Giuffra has 
asked you a number of questions about your 
recollection of discussions, if any, that you might 
have had with Mr. Lindsey and Mr. Heuer. And there’s 
a document that’s been produced to the Committee that 
may bear on that. If you were here in person, I 
would put the document in front of you to see if the 
document refreshed your recollection. 

Since I can’t do that, I would like to read 
you - describe the document for you and for the 
record and then read to you a few brief entries from 
it and ask you, after I’ve read them, if those 
entries refresh your recollection. 

I don’t want you to be disadvantaged by 

54 

having your deposition taken by telephone and not 
having an opportunity to see documents that you would 
have been able to see if you were here in person. 

A I understand. 

MR. GIUFFRA: Actually, let me ask a 
question. Have you ever discussed with anyone the 
existence of such notes? 

THE WITNESS: Of what notes? 

MR. GIUFFRA: Of notes indicating a 
conversation between yourself and Bruce Lindsey on 
September 20, 1993. 

MR. GREEN: You mean - this is Mr. Green. 

You mean discuss it with individuals other than 
counsel? 

MR. GIUFFRA: Well, if you’ve discussed it 
with counsel, it’s still - 

MR. COLE: Mr. Giuffra, I’d like to do 
what -- I would like you to let me do what I let you 
do, which is conclude my questioning and if you have 
follow-up questions, you’re welcome to do so. 

MR. GIUFFRA: 1 want to make sure the 
record is set before you start describing a document 
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to him. 

MR. COLE: I’m going to describe the 
document to him, just as if he were here I would show 
him the document. You’re welcome to ask questions, 
but the procedure we follow is one counsel asks 
questions and the other counsel follows, and I didn’t 
interrupt you during your questioning, so I’d like to 
complete my questioning. 

MR. GIUFFRA: Not in all instances. My 
point is before you read a document to him, I’d like 
to know whether he’s ever seen the document before 
and since he’s not here, I think we have a bit of a 
problem. 

MR. COLE: You can certainly — 

MR. GIUFFRA: We should fax the document to 

him. 

MR. COLE: I don’t think under our 
confidentiality rules you can fax a document out of 
the Senate. In fact, I have some concern about — 
since the document you just faxed was Mr. Blair’s, I 
think we’re probably — we don’t have an issue there, 
but I personally wouldn’t, under our confidentiality 
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procedures, fax this document to Mr. Blair. 

But I think I can read it to him, and I 
think after I’ve read it to him, if you want to ask 
him questions about whether he’s seen it before, you 
can do that. But I don’t think he can answer that 
until the document has been read to him. So why 
don’t you let me read it. 

MR. GIUFFRA: Read him the document. 

BY MR. COLE: 

Q Mr. Blair, this is a document that was 
produced to the Committee by Bruce Lindsey. It 
appears to be his handwritten notes. There’s a date 
at the top of the document that says 9/20, and I’ll 
tell you from his testimony, that’s 9/20/93. And it 
says "2:30 p.m. Jim Blair." Excuse me. I moved the 
telephone so I’m closer to the speaker. 

The first entry says - and if Mr. Giuffra 
wants to follow along in case I fail to read 
Mr. Lindsey’s handwriting correctly, he can certainly 
help me interpret it. The first entry appears to 
read "McDougal called Heuer to tell him that Hale had 
been to see him -- McDougal told Heuer that Hale had 
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’tried to get him to fabricate story about BC and 
JGT.’" And as I said, Mr. Blair, I’m only reading it 
to see if it refreshes your recollection. 

I understand that entry to perhaps pertain 
to the discussion you’ve already described that you 
had with Mr. Heuer, but if that refreshes your 
recollection, please feel free to amplify your prior 
testimony. 

A Thank you, Mr. Cole. It doesn’t help a 
lot. As I think I’ve testified, I recall discussing 
with Heuer that Hale went to McDougal and tried to 
get him to fabricate stories. I don’t think I 
phrased it quite that way, but the time frame, maybe 
that’s an accurate time frame, but it doesn’t help me 
remember it. I don’t know. 

Q I understand. I just wanted to read this 
and see if it helped you with your recollection. The 
second entry on the page reads "Gerth tried to get 
Sam Heuer to tell him where McDougal was. Heuer 
wouldn’t.” And we haven’t questioned you about that, 
but if that refreshes your recollection about any 
discussions you had with Mr. Lindsey, again, please 
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feel free to ~ 

A I’ve certainly had discussions with Sam 
Heuer about Jeff Gerth, and it is certainly very 
possible that I passed those on to — or some of them 
on to Bruce Lindsey, but it doesn’t — Gerth 
periodically surfaces in Arkansas. There is a term 
that’s used here, "to be Gerthed" means to have a 
false newspaper story written about you. I just 
don’t — it doesn’t help me on the time frame. 

Q And I think the entry that perhaps is most 
relevant to the matters that Mr. Giuffra was 
questioning you about is as follows: It says "Heuer 
asked Brent Bumpers -- asked whether indictment — 
against Hale, not McDougal." And frankly, that entry 
is a little too cryptic for me to interpret. I’ll 
let Mr. Lindsey at the appropriate time interpret his 
own notes. 

But again, I’m reading it to you to see if 
it refreshes your recollection about any discussions 
you may have had with Mr. Lindsey at or about 
September 20th of 1993. 

A Unfortunately, it does not. 
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Q And the same page of notes, and this is 
difficult because I can’t show them to you, but near 
the bottom of the page, there’s an entry that says 
"second call," and while one can assume from looking 
at the note this refers to a second call that 
Mr. Lindsey had with you, I don’t know that. I’m 
just reading what’s on the page, but it says "Sam 
Heuer called Claudia Riley. Letter of transmittal -- 
from accountant — dated two or three days before the 
returns are filed," and then it continues to the next 
page and says "returns prepared for McDougal to 
file — given to McDougal — doesn’t know whether 
McDougal filed returns." 

A That does refresh my memory not as to time 
but to a conversation I believe I may have told Bruce 
Lindsey at one point that I had delivered Whitewater 
tax returns to McDougal counsel who told me that he 
had delivered them to McDougal. 

I did not know and had no knowledge and 
still have no knowledge as to whether McDougal 
actually filed the returns or not. 

Q Thank you. The next entry in the notes 
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reads "Fletcher Jackson — in charge of case," and 
there’s an arrow, and it says "immunity" and 
"immunity" is underlined and it appears to say 
"leaked" or "linked," but I think it’s "leaked." 

And the next line says "McDougal might become 
target. Blair heard that $300,000 had been deposited 
in McDougal’s account -- jumped pretty high," and 
"pretty" is underscored. 

And I would again ask if that refreshes 
your recollection about any discussions you had with 
Mr. Lindsey. 

A Unfortunately, it does not. It does not. 

Q And you have no — if I understand your 
testimony correctly, you just don’t have a 
recollection as to timing, as to when you did discuss 
with Mr. Lindsey the things you do remember 
discussing, that being the preparation of the tax 
returns. You don’t recall the time of that 
discussion? 

A No, I do not. I don’t know why it would be 
that late because l think that sometime after the 
returns were delivered, but I’m not even sure of that 
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anymore. 

MR. COLE: I don’t have anything further. 

Did you want to ask him some questions about these 
notes? 

EXAMINATION 

BY MR. GIUFFRA: 

Q Mr. Blair, did you receive the fax? 

A Yes, I did. 

Q Do you have any recollection of receiving 
this fax — this memorandum, excuse me, bearing Bates 
numbers 140 to 148? 

A I have seen the fax before. I have read 
it. I am looking at something that shows a date of 
2/03/94. That appears to be to a portion of a fax 
number and that wouldn’t be the Treasury and that 
wouldn’t be where I got it, and I can’t tell you 
where I got it. I don’t know. 

Q But it would be your testimony that it was 
not faxed to you by anyone from the Department of the 
Treasury? 

A I am very, very confident it was not faxed 

to me by anybody at the Department first. 
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Q Because the fax number is a Department of 
Treasury fax number, 622. 

A No. I do not believe and am very confident 
it was not faxed to me by anybody from the Treasury 
Department. 

MR. COLE: Is that the number it was faxed 
from or the number it was faxed to? 

I’m sorry, Mr. Blair, I was actually asking 
Mr. Giuffra since he has the copy here. 

THE WITNESS: He’s a good person to ask. I 
don’t know. 

MR. GIUFFRA: I can’t tell. 

MR. COLE: I think we’ve established that 
none of us knows. 

MR. GIUFFRA: I think that’s all the 
questions I have, sir. Thank you for your 
cooperation. 

THE WITNESS: Okay. You’re very welcome. 

MR. COLE: Thank you, Mr. Blair. 
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(Whereupon, at 7:48 p.m., the deposition 
was adjourned.) 
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PROCEEDINGS 
MR. GICALE: Mr. Bumpers, do you consent to 
being sworn by the stenographer over the phone and 
having your deposition conducted in this manner? 

MR. BUMPERS: Yes. 

MR. GICALE: Then we’ll have the 
stenographer swear you in over the phone. 

Whereupon, 

BRENT BUMPERS 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name for the 
record. 

A Brent Bumpers. 


Q You’re fading in and out, so have patience 

with us. 

4 

A All right. 

Q And your present business address? 

A Mine? 

Q Yes. What’s the U.S. Attorney’s office 
present address? 

A Little Rock. 

Q What’s that address? 

A 425 West Capital Avenue. 

Q And you’re an Assistant U.S. Attorney in 
that office? 

A Right. 

Q How long have you been employed as an 
Assistant U.S. Attorney in that office? 

A 14 years. 

Q And are you assigned to a particular 

division or assigned to a specific area of cases? 

A White collar criminal, general criminal 
division. 

Q Mr. Bumpers, this deposition is being 
conducted pursuant to Senate Resolution 120. The 
resolution establishes a Special Committee 
administered by the Banking Committee to conduct an 
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investigation involving Whitewater Development 
Corporation, Madison Guaranty Savings & Loan 
Association, Capital Management Services, 

Incorporated, the Arkansas Development Finance 
Authority and other related matters. 

Section l(b)2(c) of Senate Resolution 120 
authorizes an investigation and public hearings into 
whether the Department of Justice has improperly 
handled RTC criminal referrals relating to Madison 
Guaranty Savings & Loan Association or Whitewater 
Development Corporation. 

It also authorizes an investigation into 
the sources and funding and the lending practices of 
Capital Management Services, Inc. and its supervision 
and regulation by the Small Business Administration 
including any alleged diversion of funds to 
Whitewater Development Corporation. 

This deposition is being taken in advance 
of a public hearing which will continue next week. 

You are obviously testifying under oath. If you 
don’t understand any questions, please let us know, 
and we will attempt to restate them or rephrase 

6 

them. 

The stenographer is preparing a record of 
questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings. 

Prior to the hearings, you will receive a 
letter from the Committee telling you that you may 
come to the Senate to review the transcript of your 
deposition. Along those lines, we have previously 
made some arrangements for people who have been out 
of town, we’ve given them access to these 
depositions, and we can make similar arrangements for 
you. 

We will give you an opportunity to make 
note of any corrections for transcription on an 
errata sheet. If you are called to testify at a 
public hearing, you will be permitted to have a copy 
of your deposition transcript four days in advance of 
your testimony. 

You may be represented by counsel. I note 
that Mr. Fishman and Mr. Sgro are on the line 
representing the Department. Counsel may object on 
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the grounds of privilege or relevance and the 
Committee Chairman may rule on objections where the 
witness refuses to answer a question. 

Mr. Bumpers, we’ve sent Mr. Fishman a 
letter -- faxed him a letter on November 13th and 
that was followed up by a subpoena wherein we sought 
to depose you by telephone with respect to all 
contacts you may have had with anyone about the David 
Hale investigation or indictment between May 5, 1993 
and November 8, 1993. 

Did you receive a copy of that notice? 

A No. 

MR. GICALE: Paul, did you fax a copy of 
that to him. 

MR. FISHMAN: No, unfortunately I didn’t, 
because he was furloughed by the time I got it. 

MR. GICALE: That is the notice that we 
sent out to Mr. Fishman that did not apparently get 
to you, but — 

THE WITNESS: That’s fine. He told me over 
the phone. 

MR. GICALE: All right. 

8 

BY MR. GICALE: 

Q Now, going back to that time period between 
May 5, 1993 and November 8, 1993, did you have any 
discussions — strike that. 

Did you have any responsibility in the U.S. 
Attorney’s office in Little Rock for the 
investigation of David Hale -- investigation or 
indictment of David Hale? 

A No. 

Q Did you have any discussions with Fletcher 
Jackson in that office about the investigation or 
indictment of David Hale? 

A When was the indictment? 

Q The indictment was in September of 1993. 

MR. KRAVITZ: It was September 23rd. 

THE WITNESS: Fletcher says he made a 
comment to me about the case. I think he says it was 
about a week before the indictment, but that’s the 
only discussion I recall. 

BY MR. GICALE: 

Q What was the comment that he made to you 
about the case? 
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A He told me — I don’t remember. It was a 
comment he had made probably four or five times in 14 
years I’ve been here. It’s kind of a standing joke. 

He asked whether or not he was going to find any 
letters of support in the file from my father for 
David Hale. 

Q Find any letters of what? 

A Letters of support, something like that, 
letters in the big bank SB A loan fraud cases. I’ve 
had one myself which was a letter from virtually 
every member of the Arkansas congressional delegation 
trying to defend — get his loan. 

That’s common practice apparently, fairly 
common, where members of the congressional delegation 
will write some sort of letter talking about how 
helpful it would be for this particular area, the 
economy of a particular area, if a certain project 
could get funded. Anyway — 

Q So that was something he had said to you in 
the past -- approximately a week before Mr. Hale’s 
indictment, and he said something similar to that to 
you? 

10 

A Yes. He said something like -- as we were 
passing in the hall, I guess he said — he was 
getting ready to go indict David Hale and was 
wondering if he was going to find any letters in 
there from my father, any brief letters or 
something. 

Fletcher and 1 handled an S&L case together 
a couple years ago, and there were two or three 
letters from members of Arkansas’s congressional 
delegation. I don’t believe one of them was from my 
father, but like 1 say -- 

Q Did he say anything else to you about the 
case? 

A No, and 1 told him by the way, no, I’d be 
very surprised. As far as I know, they had no 
relationship whatsoever. 

Q Now, prior to that conversation with 
Fletcher Jackson, were you aware that he was 
investigating David Hale and that he was about to 
seek an indictment of him? 

MR. FISHMAN: I’m going to just ask if you 
could, Mr. Gicale. To separate that question into 
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two parts, because I think it’s a little compound. 

MR. GICALE: Okay. 

BY MR. GICALE: 

Q Prior to the conversation you just 
mentioned, were you aware of the fact that Fletcher 
Jackson was conducting an investigation of David 
Hale? 

A I don’t know. Probably. I recall being 
aware of it. 

Q How did you know that? 

A I don’t know. I probably - if that was 
one - 

Q I can’t hear you. You’re fading out. 

A Well, we have our grand jury staff meeting 
on Thursday prior to the monthly grand jury, and 
that’s usually the first time I was aware of other -- 
that he was about to be indicted. Anyway, I guess 
the answer is if I was aware of it prior to that 
time, I don’t remember being aware of it or how I 
became aware of it. 

Q So if someone were to — if Mr. Hale was 

indicted on the 23rd of September, the meeting would 

12 

be in August? 

A No, no. If he was indicted on the 23rd of 
September, that was probably either a Monday or 
Tuesday. The meeting would have been the prior 
Thursday. 

Q If Fletcher — if there was an intention to 
indict him in August, then this would have come up in 
an August meeting as well; correct? 

A He thought he was going to indict him in 
August? 

Q Right. 

A I guess it could have been. 

Q Do you know whether or not you heard about 
that indictment in August of 1993? 

A I have no earthly idea. I may have been 
aware of the David Hale investigation three or six 
months prior to then. It wouldn’t have mattered. It 
was meaningless to me. 

Q It was what? 

A It was meaningless. 

Q When you say you might have been aware as 
much as three or six months before, how would you 
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have been aware three or six months before if it was 
other than — 

A I have no idea. I may have heard some 
chatter in the hall. I’m just saying, I think the 
point is even if I was aware of it, it was not 
meaningful to me, nor did I ever have any discussions 
with anyone about it outside of this office or 
within. 

Q Specifically, did you discuss the 
investigation or the indictment with Paula Casey? 

A Yes. 

Q Did you know Paula Casey before she was 
appointed as U.S. Attorney? 

A Yes. 

Q When did you meet her? 

A I first met her in law school. She was a 
year ahead of me in law school. We were mild 
acquaintances in law school. 

Q And then you continued to be friendly — 

A 1 talked to her — 1 had — any contacts I 
had with her for the next 10 years was no more 
than -- it was less than once a year. 

14 

Q And then there came a point in time when 
she went to work for your father’s office? 

A Right. 

Q Did you have any more contact with her at 
that point? 

A Probably closer to two or three times a 
year then. 

Q So you did not discuss the David Hale 
investigation or indictment with Paula Casey; 
correct? 

A No. 

Q Did you discuss it with Michael Johnson? 

A No. I’m talking prior to the time that the 
national press coverage started. 

Q Then I guess we’ll break this down. There 
was an article in the Little Rock paper, I believe, 
on the 23rd, September 23, 1993. Is that — are you 
talking about prior to that point in time or prior to 
some later point in time in October when there was 
some additional press coverage? 

A I’m just saying I have had. I’m sure, two 
or three brief conversations in passing with both 
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Paula and Michael about the David Hale case between 
September of ’93 and September ’95. None prior to 
September ’95. 

MR. FISHMAN: I’m sorry. I think you meant 
none prior to September ’93. 

THE WITNESS: ’93 that’s what I meant. 

BY MR. GICALE: 

Q When you say September ’93, are you talking 
about after his indictment or prior to his 
indictment? 

A Not just the indictment but the press 
coverage of his indictment. 

Q So these conversations with Paula Casey and 
Michael Johnson occurred simultaneous to his 
indictment, after his indictment? When did they 
occur? 

A Months later. 

Q Months later? 

A Yes. 

Q Would that have been after Mr. Mackay was 
appointed from the Department of Justice? 

A Mr. Who? 

16 

Q Mackay. Would that have been after Paula 
Casey recused herself from the matter? 

A I’m trying to remember who Mr. Mackay is. 

Q He was from the fraud section of the 
Department of Justice. 

A Well, I don’t know. I have no idea. I 
don’t even recall any conversations I’ve had with 
Paula Casey about the David Hale indictment. I mean, 
generally, the discussion was more about the few 
discussions I’ve had with her. Maybe he just 
mentioned in passing, it was more about McDougal and 
the Madison Guaranty matters. 

Q Can you give us an idea as to the time 
period in which you had those conversations with 
Paula and Michael other than from Septembei 1993 to 
this period? 

A You mean through September ’93? 

Q Yes. 

A No, I can’t even swear to you that I had 
any conversations with him other than very fleeting 
comments in the hall. 

Q But - 
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A I was not part of any of this stuff prior 
to September ’93 nor afterwards. Any discussions I 
may have had with him were just on a friendly basis, 
and I can’t even remember the substance of any of 
those conversations that occurred, 20- or 30-second 
conversations, maybe two minutes, but it was not of 
any significance. It had nothing to do with my 
official line of work in the office. 

Q Did you have any conversations with 
Fletcher Jackson about the Hale investigation or 
indictment or Madison after the indictment? 

A No. 

Q Did you have any conversations with anyone 
else in the office with respect to the Hale 
investigation, the Hale indictment? 

A You know — 

MR. FISHMAN: Let me clarify something 
here, Mr. Gicale, if I can. 

MR. GICALE: Yes. 

MR. FISHMAN: Are you asking him whether in 
passing he may have had conversations with 
Mr. Jackson or others in the office about the case 

18 

being in the newspaper or an anticipated indictment 
date or something like that? 

MR. GICALE: I’m asking whether he had any 
conversations with anybody about the case. 

MR. FISHMAN: I wasn’t finished. Or are 
you asking whether he discussed the substance of the 
investigation? 

MR. GICALE: No. I asked him whether he 
had any conversations with anybody. 

MR. FISHMAN: At all? 

MR. GICALE: At all. 

MR. FISHMAN: Can I ask you what the 
relevance of that is? 

MR. GICALE: Yes, because it will be a 
starting point in terms of asking questions in terms 
of what was said. 

MR. COLE: Don’t we also have an issue 
here, Mr. Gicale, about the November 8th cutoff 
date? I thought we had an agreement we weren’t going 
beyond that. 

MR. GICALE: I’m not asking for — so it’s 
understood, it’s within that time period, between 
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May 5, 1993 and November 8, 1993. 

MR. COLE: As much press coverage as there 
has been in Little Rock and elsewhere of the 
Whitewater/McDougal/Madison Guaranty matter, I’d be 
amazed if there hadn’t been discussions in the 
hallway about this, but if there were discussions 
after November 8th, we should not be getting into 
them. It’s not relevant. 

MR. GICALE: I’m not suggesting that at 
this point. 

MR. COLE: Does that help, Paul? 

MR. FISHMAN: Not so much as whether it 
helps me. It’s whether it helps Mr. Bumpers. 

THE WITNESS: That will help. If the 
question is, I guess, limited to reflect that. 

BY MR. GICALE: 

Q The question is limited to reflect that. 

Do you want me to ask it again? 

A Please. 

Q Did you have any conversations with anyone 
else in the office other than Paula Casey, Michael 
Johnson and Fletcher Jackson with respect to the Hale 

20 

investigation or indictment between May 5, 1993 and 
November 8, 1993? 

A Well, first of all, I’m going to have to 
crack the leading premise of your question. I’m not 
sure during that time period that I had any 
conversations even with those three on or about that 
other than the one I told you about with Fletcher. 

Q Your answer is other than with Fletcher, 
you don’t remember whether or not you had 
conversations with anyone during that time period 
about the Hale investigation or indictment? 

A I don’t know, but 1 do know that I did not 
have conversations of any substance or in connection 
with what this office was doing with the cases, 
period. 

Q During this time period, did you discuss ~ 
did you have any contact with Sam Heuer between 
May 5, 1993 and November 8, 1993? 

A May 5, 1993 and November 8, 1993. 

MR. FISHMAN: Mr. Gicale, can I ask who 
Mr. Heuer is? 

MR. GICALE: He’s an attorney in Little 
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Rock. 

THE WITNESS: Did I have any contact with 
Sam Heuer? 

MR. COLE: And I don’t know if there’s any 
issue here — this is Mr. Cole speaking. I don’t 
know what other clients Mr. Heuer might have in the 
U.S. Attorney’s office, but I understand Mr. Gicale’s 
question to be limited to matters limited by Senate 
Resolution 120 that is Whitewater/Hale/McDougal; is 
that correct, Mr. Gicaie? 

MR. GICALE: I don’t want the substance — 
if they’re not related to the resolution, I don’t 
want to know about the substance of them, but I want 
to know whether he’s had any contacts with Mr. Heuer 
during that time period. 

THE WITNESS: I see Mr. Heuer in the 
lobby — in the first floor of this building probably 
twice a month and occasionally weTl chat up to maybe 
20 or 30 seconds once a month but whether we did 
during that time period and whether we did about 
anything concerning these matters, I have no idea. 

BY MR. GICALE: 

22 

Q Just to clarify something, you moved your 
offices between September and October of 1993; 
correct? 

A If you know that, I wouldn’t question it. 

That sounds about right. 

Q So when you say you see Heuer, that’s in 
the -- that’s in the present offices you occupy? 

A That would be since September ’93. 

Q Since October 1993? 

A Okay, October ’93, you’re right, in this 
building. 

Q Since October 1993, you see him several 
times a month. Is that what you said? 

A No, it’s not. I said once or twice a 
month, I would guess. 

Q Prior to that time when you did not have 
offices in the same building, how frequently would 
you see him? And this is between May 8, 1993 and 
October 1, 1993. 

A Closer to once every two or three months. 

I’d probably run into him in the federal courthouse 
building that often. I’ve never seen him socially or 
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under any other circumstances other than just 
happenstance meeting. 

Q Is your relationship with him solely a 
business relationship, if you have a relationship 
with him? 

A We really have no relationship. I’ve known 
him 10 or 15 years. I don’t even know how I met him, 
but we’ve been acquaintances for 10 or 15 years, but 
we have no relationship, period. I can’t even 
recall -- I think he may have defended cases that 1 
prosecuted. I’m not sure about that. 

Q Between May 8, 1993 and November 8 — May 
5, 1993 and November 8, 1993, did you talk to Sam 
Heuer about the Hale investigation or indictment? 

A I have no earthly idea. It all depends on 
when the press coverage broke on the case, because I 
did not even draw any connection or know of any 
connection between David Hale, President Clinton and 
Madison Guaranty until the press coverage. To me, 

David Hale was nothing but some sort of municipal 
judge that was about to be indicted. 

Q In September of 1993, did Mr. Heuer call 

24 

you and ask you whether there was going to be an 
indictment against Hale or Mr. McDougal? 

A In September ’93? 

Q Yes. 

A He may have, but I have no recollection of 

that. 

MR. COLE: And Mr. Bumpers, just to be 
clear -- this is Mr. Cole for the Minority - I guess 
what you were saying is that prior to the press 
coverage concerning President Clinton and Mr. Hale, 
that if you had received an inquiry from Mr. Heuer 
about Mr. Hale, it’s not something that would have 
been meaningful to you and likely you wouldn’t 
remember it or it’s possible you wouldn’t remember it 
now. Is that your point? 

THE WITNESS: That’s correct. If Sam 
says -- if he has some recollection of that, then I 
wouldn’t be in any position to categorically deny 
it. Other than what he claims I might have told him, 

I can tell you what the parameters of my answer would 
have been if he did call. 

BY MR. GICALE: 
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Q What was your answer if he did? 

A I don’t want to speculate on that. If you 
want to know whether I said something to him, I’ll 
try to answer that, something in particular. 

Q I asked you whether or not he called and 
asked you if there was an indictment between Hale or 
McDougal. 

A I don’t know. I just don’t recall. 

MR. FISHMAN: Did you say there was an 
indictment, meaning one had been returned? 

MR. GICALE: No, whether one would be 
returned against Hale or McDougal. 

THE WITNESS: I don’t recall. If he says 
he did, I would be in no position to deny it. That’s 
not an uncommon occurrence for a defense attorney to 
call over here and ask whether or not somebody is 
going to be indicted. 

BY MR. GICALE: 

Q Why would he have called you as opposed to 
Mr. Jackson? 

MR. FISHMAN: Are you asking him to 
speculate? 

26 

MR. GICALE: Yes. 

THE WITNESS: I don’t know why. Maybe he 
considered me a closer acquaintance than Fletcher 
Jackson. I don’t even know if they are 
acquaintances. 

BY MR. GICALE: 

Q Have there been other cases that you were 
not assigned to where Mr. Heuer has called you up and 
asked you whether or not a particular individual was 
going to be indicted? 

A I just don’t know. There may have been. I 
don’t recall, but I have been called by defense 
attorneys 1 know on cases that were not mine wanting 
to know whether somebody was going to be indicted. 1 
don’t recall if they knew when they were calling it 
was not my case. 

Q Would you refer them to the attorney 
handling the case or would you give them the 
information yourself? 

MR. FISHMAN: He didn’t say he would give 
the information at all, Mr. Gicale. 

BY MR. GICALE: 
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Q Did you give them the information? 

MR. FISHMAN: I’d note when Mr. Bumpers — 
that he could tell you what he would have said. You 
haven’t followed up. 

MR. GICALE: 1 did. I did start to follow 
up and you interrupted me. 

THE WITNESS: Well, go ahead. What was 
your question? 

BY MR. GICALE: 

Q Did you ever give anybody information as to 
whether or not anybody would be indicted? And we’ll 
stick to the period May 5, 1993 and November 8, 

1993. 

A Are we sticking to matters involving the 
purview of your committee? 

Q I’ll go with that. 

A Well, then — 

Q Did you tell Mr. Heuer — let’s focus on 
this. In September of 1993, did you tell Mr. Heuer 
that Mr. Hale would be indicted but not Mr. McDougal? 

A I have no recollection whatsoever of what 1 
may have told him if he called. If he says I told 
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him that, that sounds like I might have speculated 
now because Sam — maybe I might have speculated on 
that. I don’t know. 

Again, I just don’t recall any such 
conversations, so maybe I better stick to that. 

Q You might have speculated that Hale would 
be indicted and not McDougal? 

A In what month? 

Q September 1993. 

A Again, I might have speculated that. I’ve 
been very vocal about these matters ever since the 
deluge of press coverage began, but if I’m not 
mistaken that may have been a few months later, more 
into 1994. So I just don’t know. 1 can’t answer 
your question specifically or even at all. 

Q You indicated that the only conversation 
you recall having about this case with Fletcher 
Jackson was the passing conversation with him in the 
hallway about the potential of maybe a letter from 
your father in the file; correct? 

A Right. 

MR. FISHMAN: Just so we’re clear, that’s 
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in the loan file, not in the case file. 

MR. GICALE: I understand. We’re clear on 
it. 

THE WITNESS: Right. I have a vague 
recollection of that conversation. Yes, I do. 

BY MR. GICALE: 

Q Do you recall whether Fletcher told you 
that Hale was being indicted versus McDougal? 

A No, I don’t. 

Q Do you recall having sufficient information 
in September 1993 to state to Mr. Heuer at that time 
whether or not Hale would be indicted versus 
McDougal? 

A No, I don’t. I wouldn’t have given him an 
answer anyway. I might have referred him to Fletcher 
but as a general policy matter, I would not have 
given him an answer to that question. 

Q Just to clarify this, earlier you said you 
might have speculated and now you’ve said as a 
general policy matter, you wouldn’t have given him an 
answer. I just wanted you to clarify what you mean 
by that. 
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A Any speculating I would have done would 
have been later or once this office recused. 

Q Your office recused itself after he was 
indicted; correct? 

A Yes, that’s right, so I probably misspoke 
there saying I would not even have speculated whether 
or not someone was going to be indicted if they were 
under investigation by this office. I’ve done a lot 
of speculating on what might happen since we recused, 
but I would not have been speculate with Sam Heuer 
about whether or not a client of his was going to be 
indicted that was being investigated or still in this 
office. 

Q That would have been your practice? 

A Yes. I would have referred him to Fletcher 
if he had called and asked that question. Had I 
known that Fletcher was handling the case -- I’m not 
sure what point I even learned that. Again, I’m just 
speculating as to whether he even called. 

Q I’ve been focusing on September of 1993. 

Did Mr. Heuer call you in August of 1993 about this 
case? 
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A You know, I cannot tell you one event that 
occurred in my life in either August or September 
’93, period. As far as I know, there was nothing 
meaningful about either of those two months. 1 have 
no idea. 

Q Now, can you tell us what your present 
phone number and extension is in the office? 

A Well, yeah. It’s the number you called, 

324-5681. Maybe Paul called it. 

Q Paul called it. Now, this has been your 
number since you moved to the new offices or did you 
retain the same number after you moved? 

A What’s your question now? 

Q Did you have a different number at the old 
office location? 

A The prefix changed from 378, but 1 think 
the last four digits have been my extension for the 
last 14 years. 

Q It changed from 378 to 324? 

A I think that change, it was made a year or 
two before we moved over here. That was not in 
connection with the move, with the physical move. 
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Q So between May ’93 and November ’93, your 
phone number was 324-5681? 

A Right. 

Q And continues to be that number; correct? 

A Yes. 

Q Now, between May 5, 1993 and November 8, 

1993, did you have any discussions with James Blair? 

A No. 

Q Between the same dates, May 5, 1993 and 
November 8, 1993, did you have any conversations with 
Webster Hubbell? 

A No. 

Q Do you know Turner Bowie? 

A No. 

Q August ’93 through October 1993, do you 
know whether there were IRS offices that were located 
in the buildings your offices were located in? 

A I don’t know that. If there are, I don’t 
know of any. 

Q There were none that were collocated with 
the U.S. Attorney’s space? 

A IRS offices? 
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Q Yes. 

A Not that I’m aware of. 

Q Were there any IRS agents assigned to the 
U.S. Attorney’s office in August, September and 
October of 1993? 

MR. FISHMAN: What do you mean by assigned 
to the office, Mr. Gicale? 

MR. GICALE: Assigned to work in the U.S. 
Attorney’s office space. 

MR. FISHMAN: At the whole time on the U.S. 
Attorney’s payroll? 

MR. GICALE: They’re never on U.S. 

Attorney’s payroll. They’re assigned to work 
full-time in the U.S. Attorney’s office space. 

MR. FISHMAN: I have to clarify. Do you 
mean — as you know, I believe you told me you were a 
former Assistant U.S. Attorney. IRS agents could be 
working in a trial and could be in the U.S. 

Attorney’s office for a month full-time. Is that 
what you mean? 

MR. GICALE: That’s possible. 

MR. FISHMAN: I know it’s possible. I’m 
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asking what your question means. 

MR. GICALE: It means were they working in 
U.S. Attorney’s space in August, September and 
October of 1993. I’m not talking about coming in for 
a visit once a day. I’m talking about occupying 
offices for a significant period of time. 

THE WITNESS: I don’t know. 

BY MR. GICALE: 

Q Between May 5, 1993 and November 8, 1993, 
did you have any contacts with Governor Tucker? 

A No. 

Q What about -- 

A I’d see him at a function but not that I 
recall. I’d see him once a year someplace or 
another. 

Q Did you discuss the Hale investigation or 
indictment with him? 

A No. 

Q Mr. Tucker has an attorney by the name of 
Mr. Haley. Are you familiar with him? 

A Yes, I know who he is. 

Q Between May 5, 1993 and November 8, 1993, 
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did you have any contact or discussions with 
Mr. Haley? 

A No. 

Q And during that same time period, did you 
have any contact or discussions with anyone from 
Mr. Tucker’s staff about the Hale investigation or 
indictment? 

A No. 

Q Between May 5, 1993 and November 8, 1993, 
did you have any conversations with an individual by 
the name of Marsha Scott? 

A Name of who? 

Q Marsha Scott. 

A Not that I’m aware of. 1 don’t know a 
Marsha Scott. 

Q During that same time period, did you have 
any conversations with Susan McDougal? 

A No. 

Q During that same time period, did you have 
any conversations or contact with Bruce Lindsey? 

A No. 

Q During that same time period, did you have 
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any contact or discussions with William Kennedy? 

A No. 

Q Randy Coleman? 

A No. 

Q Richard Mayes? 

A No. 

Q David Hale? 

A No. 

Q Steve Smith? 

A No. 

Q Bernard Nussbaum? 

A No. 

Q Cliff Sloan? 

A No. 

Q Steve Neuwirth? 

MR. FISHMAN: Mr. Gicale, do you have any 
reason to believe Mr. Bumpers spoke to these people? 

MR. GICALE: 1 don’t know whether he knows 
them. That’s why I’m asking. 

MR. FISHMAN: 1 understand that. But I 
thought you told me you had specific reasons for 
wanting to depose Mr. Bumpers. 
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MR. GICALE: 1 do. I think it’s relevant 
to ask whether or not he had contacts with these 
people. 

THE WITNESS: Why don’t you just read off a 
list of names? 

MR. GICALE: Pm trying to do that. 

MR. COLE: I think we were on Steve 
Neuwirth if we can just run through the list. 

BY MR. GICALE: 

Q Steve Neuwirth, Mr. Bumpers? 

A No. 

Q Maggie Williams? 

A No. 

Q Susan Thomases? 

A No. 

Q Did you talk to anyone at the Small 
Business Administration between May 5, 1993 and 
November 8, 1993 with respect to the David Hale 
investigation or indictment? 

A No. 

Q Did you talk to John Tisdale during this 
time period about the David Hale investigation or 
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indictment? 

A No. I mean, why don’t we shorten this. I 
didn’t talk to anyone during that time period about 
the David Hale investigation or indictment, other 
than occasional, maybe a passing comment in this 
office. 

Q 1 just have two more names. Did you talk 
to Betsy Wright about this matter? 

A No. 

Q Or Mack McLarty about this matter? 

A No. 

Q Did you talk to the Clintons about this 
matter? 

A No. 

Q Did you talk to anybody at the White House 
about this matter between May 5, 1993 and November 8, 
1993? 

A No. 

Q Did you make any calls to the White House 
between May 5, 1993 and November 8, 1993? 

A No, not that I’m aware of. I’m not 
aware — as far as I know, I’ve never called the 
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White House for any reason. 

Q Prior to Mr. Hale’s indictment, did you 
talk to any reporters about the David Hale 
investigation or indictment? 

A No. 

Q Did you ever talk to Mr. Gerth? 

A No, I don’t think so. Maybe he might have 
called me by mistake or something. I passed him on 
to someone else. 

MR. G1CALE: If you could give me one 
minute, I’ll be right with you. 

Paul, we did not send a document request to 
him, but I assume he has no documents that would be 
responsive. 

MR. FISHMAN: U.S. Attorney’s office 
document request was sent to the entire office. Do 
you have some reason to believe that Mr. Bumpers — 

MR. GICALE: No, I want to make sure we 
have that on the record. 

BY MR. GICALE: 

Q Mr. Bumpers, are you aware that a document 
request was sent to the U.S. Attorney’s office? 
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A I vaguely recall seeing something like that 
on the E-mail. 

Q And did you search your records to 
determine whether or not you had any records that 
were responsive to that request? 

A Well, I responded. I didn’t need to search 
any records. 

Q And your response was that you had no 
records? 

A Right. 

MR. GICALE: I have nothing further at this 

point. 

EXAMINATION 

BY MR. COLE: 

Q Mr. Bumpers, this is Lance Cole for the 
Minority. I’m going to be very brief, but I would 
like to clarify one thing because there was a good 
deal of speculation in both Mr. Gicale’s questions 
and your answers concerning whether or not you had 
any contact with Mr. Heuer during the time period in 
1993 that Mr. Gicale specified. 

What I’d like to do is clarify what I 
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understood your testimony to be with a few 
questions. 

A All right. 

Q And I’d like to focus your attention on the 
period of time prior to the indictment of Mr. Hale on 
September 23, 1993 and I believe that the record is 
that a newspaper article appeared in the Arkansas 
newspaper on the same date, so we can use that date 
as a benchmark. 

Prior to that time, it’s your recollection 
that you did not speak with Mr. Heuer about anything 
involving Mr. Hale or Madison Guaranty; is that 
correct? 

MR. GICALE: I don’t believe he said -- 
that’s not what the record reflects. 

MR. COLE: That’s my question. 

BY MR. COLE: 

Q Do you have any recollection of speaking 
with Mr. Heuer about David Hale or Madison Guaranty 
or Mr. McDougal prior to September 23, 1993, 

Mr. Bumpers? 

A No, I don’t. 
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Q And I want to be clear on this because I 
think there could be some confusion earlier as to 
whether or not there’s been any testimony from 
Mr. Heuer or others that you did. I want to tell you 
that’s not the case. 

We do have some handwritten notes that are 
handwritten notes by one person of what another 
person, according to these notes, said that Mr. Heuer 
had asked you about this matter, and that’s the basis 
for these questions, and I don’t know whether that 
gives you any greater confidence in your recollection 
or not, but there has not been any testimony from 
Mr. Heuer or otherwise that you had a discussion with 
him. 

A Like I say, it’s -- I’ve had numerous 
discussions with Sam Heuer about Jim McDougal and 
like I say, on the first floor of this office 
building, Sam — just because we’re acquaintances and 
as you know, he represented Jim McDougal in the first 
indictment that went to trial and then we had 
discussions, 1 remember, at some point he told me he 
no longer represented McDougal, but I’m thinking that 
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1 was only maybe a year ago. Now I think he’s been 

2 reappointed. That was prior to the McDougal 

3 indictment and probably after the Hale indictment. 

4 Like I say, the David Hale case, as far as 

5 I knew, had no connection whatsoever to McDougal. At 

6 some point, and I don’t believe that first story that 

7 you’re talking about drew the connection. Maybe it 

8 did. I don’t know. But here again, I’m rambling, 

9 but I don’t recall having any conversations with Sam 

10 Heuer prior to the David Hale indictment, if that’s 

11 the question. 

12 Q And if Mr. Heuer had asked you about 

13 Mr. McDougal and Mr. Hale and whether one or both of 

14 them would be indicted in connection with the Hale 

15 investigation, before that investigation was made 

16 public through Mr. Hale’s indictment or a newspaper 

17 article, was it your testimony that you would not 

18 have provided him any information about the Hale 

19 matter? 

20 A Right. I mean, I might have provided him 

21 information that Fletcher Jackson - 

22 Q You might have referred him to Fletcher 
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1 Jackson? 

2 A Referred him to Fletcher. I think - I 

3 assume he would have known that Fletcher was handling 

4 that case. Unless it was common knowledge that — 

5 not necessarily common knowledge, but unless 1 knew 

6 he had knowledge that there was an investigation on 

7 Hale, I wouldn’t have admitted or denied that there 

8 was an open file in our office on David Hale. 

9 Q That was my question. 

10 A So I just can’t - this is all pretty 

1 1 speculative. 

12 MR. KRAVITZ: Mr. Bumpers, this is Neal 

13 Kravitz also with the Minority. I want to say, so 

14 the record is absolutely clear and not misleading in 

15 any way, there is no evidence in our record, no 

16 testimonial evidence, no documentary evidence which 

17 indicates that you gave any information about this 

18 case to Mr. Heuer. There are some notes that are 

19 like third level hearsay, which indicate that 

20 Mr. Heuer asked you a question about the case - 

21 MR. GICALE: Now ~ 

22 MR. KRAVITZ: Hold on. 
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MR. GICALE: I can make an objection. 

MR. COLE: If he were here, we could show 
him the document and ask him about it. 

MR. GICALE: I’m going to make an 
objection. 

MR. KRAVITZ: You made your objection. Now 
I’m going to go on. I want to make sure that the 
record is not misleading based on the questions that 
were asked and the speculation that you made -- that 
you gave us in response to those questions. And 
that’s all that really needs to be said. 

MR. GICALE: Are you done? I have two more 
questions. 

EXAMINATION 

BY MR. GICALE: 

Q Just so the record is absolutely clear, we 
are referring — there is a note which says "Brent 
Bumpers asked whether indictment against Hale not 
McDougal." That’s the note we’ve been referring to 
and that I was questioning you about earlier. 

A Who wrote the note? 

MR. COLE: Actually, you left out something 
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when you read. 

MR. GICALE: "Heuer asked" - 

MR. COLE: It’s a note written by Bruce 
Lindsey and appears to be notes of a discussion with 
Jim Blair and there’s an item in the notes that says 
"Heuer asked Brent Bumpers asked whether 
indictment - against Hale not McD," for McDougal, 
and I read that to you because if you were here, we 
would show you the notes. 

BY MR. GICALE: 

Q And I’m not trying to hide that from you. 

Now that we’ve read that to you, does that refresh 
your recollection as to whether or not you had a 
conversation with Sam Heuer - 

A No, not at all. 

Q - about this? 

MR. FISHMAN: Can I ask, are the notes 

dated? 

MR. COLE: Yes, they’re dated 9/20, but 
that doesn’t necessarily — the notes cover many 
topics and that doesn’t necessarily indicate what the 
date of this possible contact between Mr. Heuer and 
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1 Mr. Bumpers was other than presumably, it was prior 

2 to 9/20 which is the date of the notes. 

3 THE WITNESS: I’m not clear on what the 

4 note says or what your interpretation is. 

5 MR. GICALE: What the note says — and I’ll 

6 read it again - it says "Heuer asked Brent 

7 Bumpers - asked whether indictment" - and I believe 

8 that’s a dash — "against Hale, not" -- and it says 

9 M-c-D, and we assume that means McDougal. 

MR. COLE: And just to be clear, you have 

11 to tell him — 

12 THE WITNESS: Fine. The question is, is 

13 there some indication of the answer to the question? 

14 MR. KRAVITZ: No. 

15 MR. GICALE: I’m reading to you the note 

16 that we’ve been referring to, one of the lines from 

17 that note. 

18 THE WITNESS: I’m wondering if in yours or 

19 somebody’s opinion that note indicates or reflects a 

20 question and answer. 

21 MR. KRAVITZ: No, it doesn’t. That was the 

22 point I was trying to make earlier. There’s no 

1 indication anywhere in our record that you provided 

2 any information and to the extent that earlier 

3 questions implied that we had such information or 

4 could be interpreted as implying that, I just wanted 

5 to make sure that the record was clear that we have 

6 no such evidence or implication in our record. 

The only thing we have is that one note, 

8 third level hearsay that was just read to you. 

9 BY MR. GICALE: 

10 Q What we have is this note. You do not have 

1 1 a recollection of a conversation with Mr. Heuer that 

12 we just referenced? 

13 A No. 

14 Q One last question. Did you talk to anybody 

15 about the substance of your testimony prior to 

16 testifying here today? 

12 A Well, I don’t quite understand that 

18 question. I told a lot of people I was to be deposed 

19 over the phone, and I speculated as to what you might 

20 be asking and I speculated that I didn’t see how it 

21 could go over five minutes. 

22 MR. COLE: Well, you got the answer to that 
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question, I think. 

BY MR. GICALE: 

Q You say a lot of people. Who did you talk 
to about it? 

A Who did I tell that I would be deposed 
today? 

Q Yes. And who did you talk to about what 
you thought you would be asked? 

A Four or five people that I don’t think is 
relevant. 

Q Who were they? 

A Like I say, I don’t think it’s relevant. 

You want me to tell you? 

Q Yes, I would like you to tell us. 

MR. FISHMAN: The witness is obviously 
reluctant to do that, Mr. Gicale. It sort of 
surprises me as to other individuals as opposed to 
the substance of his testimony. 

THE WITNESS: I don’t want to sound like 
there’s anything I’m hiding. My wife, my sister, who 
I happened to talk to on the phone today, Paula 
Casey, who I already knew from talking to Paul - 
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anyway. I don’t think that’s responsive to your 
question. 

BY MR. GICALE: 

Q Those are the only people you talked to 
about the substance of your testimony today? 

A There’s probably three or four more, but I 
don’t want to have to think about it. I don’t see 
the relevance of it. It’s not the substance of my 
testimony. I told them I was going to be deposed and 
that’s virtually — 

Q You didn’t talk to them about the substance 
of your testimony, just the fact that you would be 
deposed? 

A Could have. I didn’t know what the 
substance of my testimony might be. 

Q I think you said earlier you were 
speculating about what you would be asked. 

A Right, and more than that, speculating as 
to why I would be deposed. I had no official — 

Q I’m sorry, I didn’t hear that. You faded 

out. 


A That’s all right. It’s nothing. 
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MR. FISHMAN: He said he had no official 
connection to these matters. 

MR. GICALE: I have nothing further. 

MR. COLE: I have nothing further. 

MR. KRAVITZ: Thank you very much. 

MR. GICALE: Thank you. 

MR. KRAVITZ: Sorry to bother you. 

THE WITNESS: Okay. 

(Whereupon, at 5:41 p.m., the deposition 
was concluded.) 
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PROCEEDINGS 

Whereupon, 

CECILIA RYKER SEAY 
was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name for the 
record. 

A Cecilia Ryker Seay. 

Q And how do you spell your last name? 

A S, like in Sam, e-a-y. 


Q And what is your present business address? 
A 401 West Capital, Suite 509, Little Rock, 
Arkansas 72201. 

Q Now, who do you work for? 

A I work for myself, but I’m under contract 
with the Small Business Administration as a 
receiver’s agent. 

Q Are you presently the receiver for Capital 


1 Management? The agent, I’m sorry. 

2 A Agent for Capital Management, yes. 

3 Q Do you work for the SBA on any other 

4 matters currently? 

5 A 1 have six receiverships that I work on. 

6 Q And how long have you been working as a 

7 receiving agent for the SBA? 

8 A Since June of ’88. 

9 Q Do you work for them on a full-time basis, 

10 or do you have other clients as well? 

11 A I have other things that I do also. 

12 Q Where else are you employed? 

13 A Well, I’m an attorney, and I have - we 

14 have other things in the office besides just this, 

15 although this is my primary focus right now. 

16 Q What’s the name of the law firm you are 

17 associated with? 

18 A Streett with two Ts on the end, 

19 S-t-r-e-e-t-t, & Seay. 

20 Q And what kind of a practice is that? 

21 A We primarily do anything associated with 

22 educational law. A lot of IDEA work, ADA, 504. 
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5 

Q Ms. Seay, this deposition is being 
conducted pursuant to Senate Resolution 120. The 
resolution establishes a special committee 
administered by the Banking Committee to conduct an 
investigation involving Whitewater Development 
Corporation, Madison Guaranty Savings & Loan 
Association, Capital Management Services, 

Incorporated, the Arkansas Development Finance 
Authority and other related matters. 

Section 1(b)(2)(b) of the resolution 
authorizes the Committee to conduct an investigation 
and public hearings into and study of matters 
developed during and arising out of the investigation 
and public hearings concluded by the Committee on 
Banking, Housing and Urban Affairs prior to adopting 
the resolution including whether the White House has 
engaged in improper contacts with any other agency or 
department in the government with regard to 
confidential RTC information relating to Madison 
Guaranty Savings & Loan Association or Whitewater 
Development Corporation. 

And pursuant to section 1 (b)(3)(e) to 

6 

conduct an investigation and public hearings into and 
study of all matters that may have any tendency to 
reveal the full facts about (e), the sources of 
funding and the lending practices of Capital 
Management Services, Incorporated and its supervision 
regulation by the Small Business Administration 
including any alleged diversion of funds to 
Whitewater Development Corporation. 

These sections will be the focus of today’s 
deposition. This deposition is being taken in 
advance of a public hearing which will continue on 
starting next week. We will be asking you a series 
of questions. You obviously are testifying under 
oath. If you do not understand a question, let us 
know and we will rephrase it. 

The stenographer will prepare a record of 
questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings. 

Prior to the hearings, you will receive a 
letter from the Committee telling you that you may 
come to the Senate to review the transcript of your 
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7 

deposition and make notes of any corrections for 
transcription on an errata sheet. If you are called 
to testify at public hearing you will be permitted to 
have a copy of your deposition transcript four days 
in advance of your testimony. 

You may be represented by counsel. And I 
note that you are here alone today. Objections to 
the form of questions will be noted for the record. 

Counsel may object on the grounds of privilege or 
relevance. The Committee Chairman may rule on 
objections when the witness refuses to answer a 
question. 

Do you have any questions at this point? 

A No, I don’t. 

Q Now, are you aware of the fact that the 
Committee has made a request for documents from the 
SBA related to Capital Management and David Hale? 

A Yes, I’m aware of that. 

Q Have they asked you to supply any documents 
that were relevant to that request? 

A Everything that I have at SBA, if they’ve 
asked for it, they’ve received it. There’s been 

8 

miscellaneous requests of various things over the 
past two years, and I’ve provided it. 

Q Did you speak to anyone about the substance 
of your testimony today? 

A No. 

Q When did you first become involved as a 
receiver’s agent with Capital Management? 

A Right after the entry of the receivership 
order, September, I believe, 15th was when the order 
was entered, and I was called. 

Q And could you briefly describe your duties 
as a receiver’s agent. 

A I handle the -- well, I’m the — how do I 
put it -- management and liquidation of the 
corporation’s assets for the benefit of the SBA. 

Q And what specifically does that entail? 

A After the entry of the receivership order, 

I go out and collect all of the files and records of 
the company, transfer the bank accounts and proceed 
to make an investigation into the files to see what 
assets remain viable in the corporation that could be 
used to liquidate -- to be liquidated to recover 
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money for SBA. 

Q Now, pursuant to your duties in this 
matter, did you have occasion to contact the FBI in 
Little Rock with respect to records? 

A Oh, yes. 

Q And did you work or contact a Mr. Irons for 
the FBI in that office — 

A Yes. 

Q - with respect to Capital Management? 

A Yes, I did. 

Q On September 28th, 1993, did you have a 
conversation with Agent Irons where you advised him 
that you were attempting to obtain all the reports of 
Hale’s SBA company and that you needed a list from 
the FBI of what was missing from the records SBA 
turned over to the Bureau? 

A 1 don’t specifically recollect it on that 
day. That’s been a while. 1 know that we spent some 
time trying to make sure we had all the records that 
we needed or that there were. There was a lot of 
communication back and forth with the FBI about 
records. 

10 

Q Did you tell Irons in late September that 
you intended to interview or depose Hale and that you 
continued to demand all records from him? 

A I’m sure that was said because we did in 
fact interview and make demand. 

Q Do you recall whether or not on September 
28th or some date in late September or early October, 
do you recall whether or not Agent Irons indicated 
that he had some concern with respect to some media 
reports on the case and some comments of Mr. Teckler 
from the SBA? 

A Not to me. 

Q Did Agent Irons ever indicate to you that 
Mr. Teckler from the SBA was not helping matters by 
stating certain activities were not criminal in 
nature when they did not have all the facts? 

A Not to me. 

Q To anyone that was working with you? 

A There’s — I was the only person working in 
the receivership portion of it. No one would — no 
one discussed that with me. 

Q Did you ever say to Agent Irons that you 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7937 


11 

had spoken to the SBA in Washington, possibly Mark 
Stephens, and understood officials from the White 
House had urged the SBA to make such a 
characterization due to the mention of Whitewater 
Development in some news accounts and the White 
House’s desire to avoid any inference that criminal 
activity could have occurred in relation to 
Whitewater Development in Hale’s company? 

A Repeat that. I’m not sure 1 understand the 
question. 

Q Did you ever tell Agent Irons that you had 
spoken to the SBA in Washington, possibly Mark 
Stephens from that office — 

A Okay. 

Q — and said to Irons that you understood 
that officials from the White House had urged the SBA 
to make a characterization and that characterization 
being the fact that certain activities were not 
criminal related to Capital Management and 
Whitewater - 

A I can already tell you nobody has told me 

anything that’s come from the White House and 1 

12 

haven’t characterized anything to anybody about the 
White House. So I don’t even understand the question 
completely. 

Q Let me go through it again. 

A Okay. 

Q Did you advise Irons that you had spoken to 
SBA officials in Washington, possibly Mark Stephens, 
and did you tell him that you understood — did you 
tell Irons that you understood that officials from 
the White House had urged the SBA to make such a 
characterization. 

When I say "such a characterization," I’m 
talking about a characterization that certain 
activities were not criminal in nature due to the 
mention of Whitewater Development in some news 
accounts and the White House’s desire to avoid any 
inference that criminal activity could have occurred 
in relation to Whitewater Development and Hale’s 
company? 

A I don’t believe so. 

Q When you say you don’t believe so, does 
that mean there is some possibility you discussed a 
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13 

conversation you had with somebody at the SBA with 
respect to the White House’s desire as to how this 
matter should be explained to the media? 

A No. There’s no confusion there. I didn’t 
talk to anybody about that. I mean nobody would talk 
to me about that. It’s not within my job 
description. 

Q Did you ever talk to Irons about statements 
Teckler had made to the press about Capital 
Management and its relationship to Whitewater 
Development? 

A And say that one again. 

Q Did you ever talk to Mr. Irons about 
Teckler’s statements to the press with respect to 
whether or not criminal activity -- certain acts were 
criminal in nature with respect to Whitewater 
Development and Hale’s company? 

A No. I haven’t had any conversations that I 
know of with anybody about Mr. Teckler’s comments. 
Frankly, I don’t know what Mr. Teckler’s comments 
were. 

MR. GICALE: Can you go off the record for 


(Discussion off the record.) 

BY MR. GICALE: 

Q I’m going to show you what’s marked for 
identification as OIC number 001030 and some 
memorandum to the SAC Little Rock from SSA Steven D. 
Irons. And I’m specifically going to direct you to 
the second paragraph of that memorandum. Could you 
please read that paragraph. 

A ’’Writer mentioned the media" — 

Q No, read it to yourself. 

A Oh, I’m sorry. 

(Witness reviewed the document.) 

Q Have had you an opportunity to read it? 

A Yeah. 

Q Okay. So that I can reference it, that 
paragraph states as follows. "Writer" — and this is 
referring to Mr. Irons -- "mentioned the media 
reports of SBA Spokesman Teckler’s comments 
concerning the case and noted Teckler was not helping 
matters by stating certain activities were not 
criminal in nature when he did not have all the 
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facts. Seay advised she had spoken to SBA in 
Washington (possibly Mark Stephens), and understood 
officials from the White House had urged SBA to make 
such a characterization due to the mention of 
Whitewater Development in some news accounts and 
White House desire to avoid any inference criminal 
activity could have occurred in relation to 
Whitewater Development and Hale’s company." 

Now, you’ve read that paragraph? 

A Right. 

Q Is that true? 

A I haven’t got a clue. I don’t remember 
saying that. 

Q When you say you don’t remember saying it, 
is it possible that you said that? 

MR. IVEY: Well, just on the record, I 
understand that you want to press her and make sure 
that she’s exhausted her recollection on this point, 
but from watching her give her answers, it’s clear to 
me that that is the case. And you’ve asked her that 
four times and you have shown her the document. 
You’ve asked her two or three times without showing 

her the document, I mean she said no at least four 
times. 

MR. GICALE: And again, I don’t want to 
overdo this, but she’s kind of answered it different 
ways, and I just want to make sure that’s the case. 

If it didn’t happen — 

THE WITNESS: Can I clarify something? 

BY MR. GICALE: 

Q Yes. 

A I don’t believe I’ve ever had more than one 
conversation with Mr. Irons, maybe two at the most, 
and I certainly don’t remember giving any kind of 
official statement about anything that SBA - you 
know, their position on anything. 

Q But to be quite specific, you don’t 
remember making this statement? 

A I do not remember making that statement. 

Q Did you make the statement? 

A I haven’t — I don’t believe so. I mean I 
don’t remember. I don’t remember making that 
statement, but I don’t think I did. I would never 
represent to anybody some position that the SBA had 
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17 

on something like that. It’s not within my purview. 

Q Did you have any conversations with 
Mr. Stephens or Mr. Teckler or anyone at the SBA 
about comments being made to the media by the SBA 
with respect to this case? 

A With Steve — I mean with Mark Stephens, we 
were told that any comments to the media were to be 
directed to Stephens or Teckler. 

Q Mark Stephens told you that? 

A Mark Stephens told me to direct any media 
inquiries to either Mark or Marty Teckler. 

Q At what point did he tell you that? 

A 1 believe it’s from almost the very 
beginning. 

Q Is that because you had been contacted by 
the media? 

A No. 

Q And again, this was conveyed to you by Mark 
Stephens; correct? 

A I believe it was Mark Stephens, yes. 

Q Was Mark Stephens your contact throughout 
this? 

18 

A Most of it, yes. 

Q Did you talk to Mr. Teckler as well? 

A No. 

Q Is there anyone else you worked with? 

A Tom Morris. 

Q Did you talk to Mr. Morris at all about 
press and media? 

A If 1 did, it was just at about the same 
time and just, he may have reaffirmed Mark’s comments 
to direct everything to Teckler. 

Q Did either Morris or Stephens talk to you 
about the White House’s position on the issue of 
Whitewater and Capital Management? 

A No. 

Q Did either Morris or Stephens talk to you 
about what Mr. Teckler was saying to the press or 
what the SBA as an agency was saying to the press 
about Capital Management and Whitewater Development? 

A No. 

Q Did you ever see on television or read in 
newspaper reports or listen to any radio reports by 
Teckler with respect to Capital Management? 
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A I’m sure at the time that it occurred, I 
probably did because I was clipping newspaper 
clippings, although I didn’t always read all of 
them. But I frankly don’t remember right now 
anything in particular. 

Q Do you recall any instances where you were 
aware of a media report dealing with the relationship 
of Whitewater to Capital Management? 

A A media report dealing with Whitewater and 
Capital Management? 

Q Yes. 

A There’s been several, yes, lots of 
newspaper articles. 

Q Would those have — would you have clipped 
some of those articles? 

A Uh-huh, I have several notebooks full. 

Q And did you ever discuss those with 
Mr. Irons? 

A No, I don’t believe so. 

Q Did you ever discuss them with anyone at 
the FBI’s office in Little Rock? 

A Oh, I might have had a conversation - it 

20 

would have been casual — with David Reign. He’s 
been my major contact. Like 1 said, I’ve never 
spoken to Irons, but maybe one long conversation and 
one brief one, if I’m even remembering that right. 

Q Well, the paragraph I had you read earlier 
on the memo dated October 1st, 1993, starting with 
the words "writer mentioned the media reports," this 
is again document OIC 001030. 

(Witness reviewed the document.) 

A Okay. 

MR. IVEY: I’m sorry, what was the 
question? 

BY MR. GICALE: 

Q I’m just referencing the document again. I 
haven’t finished. 

A I don’t remember making and having this 
conversation. I just — 

Q Would you have had this conversation with 
Mr. Reign? 

A That’s a possibility, but it would not have 
been in this format. David Reign and I have a casual 
relationship and we talk a lot. 
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Q Well, did you talk to David Reign about 
Teckler’s comments to the press? 

A No, not that I know of. 

Q Did David Reign express some concern that 
Teckler was not helping matters by stating certain 
activities were not criminal in nature when he, 

Teckler, did not have all the facts? 

A I don’t remember David Reign ever saying 
anything like that. 

Q Did you advise David Reign that you had 
spoken to SBA in Washington, possibly Mark Stephens, 
and understood officials from the White House had 
urged SBA to make such a characterization due to the 
mention of Whitewater Development in some news 
accounts and the White House desire to avoid any 
inference criminal activity could have occurred in 
relation to Whitewater Development and Hale’s 
company? 

A No. 

Q Now, other than Reign or Irons, is there 
anyone else at the FBI in Little Rock that you talked 

to about this case? 

22 

A Gretchen Hall. 

Q Now, without going through this paragraph 
again, did you ever have a conversation — 

A No. 

Q -- the conversation that’s referred to in 
this second paragraph of exhibit number 001030 with 
Gretchen Hall? 

A No, I didn’t. 

Q Is there anyone else that you worked with 
at the FBI in this case? 

A Let me think. No. Early on, I was 
directed to make all my contacts through David Reign. 

Q Did you ever discuss the press reports with 
David Reign? 

A I may have told him that I had been 
approached by news media, but nothing more than 
that. I don’t believe I’ve ever discussed 
particulars of newspaper articles with anybody. 

Q And did you and Reign or you and Hall ever 
discuss the manner in which Mr. Teckler was 
responding to the media? 

A No. 
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MR. GICALE: All right. I have nothing 
further at this point. 

MR. IVEY: I have no questions. I’d like 
to thank you for coming up for this. 

(Whereupon, at 10:33 a.m., the deposition 
was concluded.) 


CECILIA RYKER SEAY 
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PROCEEDINGS 

MR. GIUFFRA: Good afternoon, Mr. Lindsey. 
My name is Robert Giuffra, chief counsel of the 
Banking Committee, principal Democratic Deputy 
Special Counsel. 

This is a deposition that is being 
conducted pursuant to Senate Resolution 120. As you 
know, Senate Resolution 120 establishes a Special 
Committee administered by the Banking Committee to 
conduct an investigation involving Whitewater 
Development Corporation and other related matters. 

Mr. Lindsey, you’ve already heard the 
preliminaries that we’ve given before with regard to 
how we conduct depositions. Do you want me to go 
through that again? 

MR. LINDSEY: No, that’s fine. 

MR. GIUFFRA: Why don’t we just begin. 
Whereupon, 

BRUCE LINDSEY 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 


3 


4 


BY MR. GIUFFRA: 

Q Mr. Lindsey, would you just state your name 
for the record. 

A Bruce Lindsey, L-i-n-d-s-e-y. 

Q Mr. Lindsey, when was the last time you 
spoke to Jim Lyons? 

A Four, five days ago. 

Q We received some documents, one document 
this morning, which bears Bates number BL 4937. Have 
you seen this document before? 

A My lawyer showed it to me yesterday and 
it’s my handwriting, so 1 guess I saw it when it was 
prepared. 

Q Do you know why it was not provided to the 
Committee until this morning? 

A I do not. 

Q If you could just — do you have any 
recollection of when you might have prepared this 
document? 

A No. 

Q If you could just read across. 

A "Betsey Wright, 202-638-2121. During that 
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period of time, 1980,” and then a line, "fundraiser, 
a lot of money. Something BC set up with Jim 
McDougal." And "Whitewater-Web, given to Web," 1 
think it says "box," "box and a half." Then it says 
"1-1/2 boxes." 

Q Let me ask a question. Do you know what 
the reference "something BC set up with Jim McDougal" 
refers to? 

A 1 think the fundraiser. 

Q Do you know whether that fundraiser was 
something that then-Govemor Clinton set up with 
Mr. McDougal? 

A No. 

Q And then the next notation "Whitewater-Web, 
given to Web 1-1/2 boxes," do you know what that 
refers to? 

A I believe that was — she was telling me 
that a box, box and a half of materials involving 
Whitewater was given to Web. 

Q So it would be your best estimate this is 
probably Betsey Wright relaying information to you? 

A Yes. 

6 

Q Now, below that — off the record. 

(Discussion off the record.) 

BY MR. G1UFFRA: 

Q Mr. Lindsey, about halfway down the page 
there is some writing which is rather difficult to 
read on the copy that we received from your counsel. 

If you could maybe make an effort at trying to read 
that for us. 

A "Spoke with Bob Nash. He was with BC when 
he" I think "went to" — l can’t read the next word. 

Q Could that be "trailer"? 

A Could be. 

Q "On 145th Street"? 

A Again, I can’t read that, but that would 
make sense. 

Q Who is Bob Nash? 

A Bob Nash is now the director of 
presidential personnel. During the Clinton 
administration, he was -- at one time he was an 
economic adviser to Clinton in the governor’s 
office. 

MR. NUSSBAUM: You mean the Clinton 
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administration of governor? 

THE WITNESS: 1 apologize. In the Clinton 
gubernatorial administration, he was an economic 
adviser and later head of the Arkansas Development 
Finance Authority. 

MR. KRAVITZ: 1 thought Bob maybe finally 
had broken you there, after seven interrogations. 

(Laughter.) 

MR. GIUFFRA: Just trying to get him to get 
his boss to sign that securities litigation bill. 

(Laughter.) 

BY MR. GIUFFRA: 

Q Do you have any recollection as to when 
Mr. Nash became the head of ADFA? 

A No. 

Q Say in 1985, do you know what his position 
would have been? 

A No. 

Q So he was something in the governor’s 
office and then became head of ADFA? 

A Yes, at some point in there. He worked for 
the Rockefeller Foundation before that. 

8 

Q Now, the reference to "trailer on 145th 
Street," do you know what that would refer to? 

A Probably. I mean, you know, 1 - 

Q What do you believe the reference to 
"trailer on 145th Street" refers to, given the 
context in which these notes were prepared? 

A An office that McDougal maintained in 
connection with one of his projects. 

Q Do you know what the project would have 
been? 

A No. 

Q And when did Bob Nash become director of 
presidential personnel? 

A Maybe a year ago. 

Q What would have been his position in 1993? 

A He worked for the Department of 
Agriculture. He was undersecretary for rural 
development. 

Q Have you ever spoken to Bob Nash about 
whether he went with Bill Clinton to Jim McDougal’s 
trailer on 145th Street? 

A I think so. 
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Q What did Mr. Nash recount to you about 
going to Jim McDougal’s trailer with Bill Clinton? 

A 1 think he indicated to me that on a trip 
that he made with the governor to south Arkansas 
somewhere, that on the way back they stopped by 
McDougal’s trailer and were there approximately 10 to 
15 minutes. 

Q Did he indicate to you approximately what 
year this stop might have occurred? 

A I don’t think he remembered. 

Q What did he recall transpired during the 
time when Governor Clinton was at McDougal’s trailer? 

A 1 think that he visited with - I think 
they visited with McDougal and that was it. 

Q Did Mr. Nash indicate to you whether 
then-Govemor Clinton was alone with Mr. McDougal or 
whether — 

A No, I think he was with — 1 think he was 
with the governor at the time. 

Q Did Mr. Nash indicate to you whether anyone 
else was present during this meeting with 
Mr. McDougal? 

10 

A He indicated to me that David Hale was not 
present. 1 mean, I don’t know if he indicated 
whether anyone else was present but he indicated 
David Hale was not present. 

Q Did you ask him whether David Hale was 
present? 

A This was in the context of the reporter 
telling me the David Hale story and maybe after the 
David Hale indictment and those stories being in the 
press. 

Q And did you have some -- at least someone 
had indicated to you that perhaps there had been a 
meeting with David Hale, Governor Clinton and Jim 
McDougal in this trailer on 145th Street? 

A Yeah, Jeff Gerth mentioned that to me. 

Q And how did you come to ask whether 
Mr. Nash was present with Mr. Clinton in the trailer? 

A I don’t know whether I asked or whether he 
read it and called me to tell me. 

Q Did President Clinton indicate to you that 
he had gone to the trailer with Mr. Nash? 

A I don’t believe so. 
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Q So in all likelihood, it would have been 
Mr. Nash after reading press accounts with regard to 
Mr. Hale coming to you? 

A Again, I don’t have any recollection as to, 
you know, whether he called me, whether I called him, 
how I spoke to him about it. 

Q Have you ever asked President Clinton 
whether he ever visited Mr. McDougal’s trailer on 
145th Street? 

A I don’t even know the answer to that. I 
may have in the context of asking the President 
whether or not he ever met with David Hale, outlined 
the three locations that Jeff Gerth indicated to me 
David Hale did, but I don’t specifically remember 
asking it like that. So I don’t know whether I did 
or didn’t. 

Q Did the President indicate to you whether 
he had ever met with David Hale and Jim McDougal? 

A Yes. He indicated he had not. 

Q But did he ever indicate to you whether he 
had met with McDougal at the trailer? 

A That I don’t recall. 

12 

Q Do you know someone by the name of Bishop 
Jones? Does that name mean anything? 

A Doesn’t mean anything. 

Q Bishop James? 

A Bishop James is a bishop in the I believe 
the AME, African Methodist Episcopal Church. 

Q In Little Rock? 

A I think in South Carolina. 

Q George Ivory? 

A Yeah, that name is familiar. As I was 
looking at your note, not on my note, I was trying to 
remember how I know George Ivory. I can’t remember 
how I know him. I don’t believe I know him in 
relationship to Whitewater. I believe that note is 
probably unrelated to the rest of this. 

Q Do you recall any other conversations you 
might have had with — strike that. 

Do you recall any other conversations you 
might have had with Mr. Nash about David Hale? 

A No. 

Q Or any other conversation you might have 
had with Mr. Nash about Jim McDougal? 
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Q And what do you recall about those 
conversations you had with Mr. Nash about Jim 
McDougal? 

A There was a question at some point raised 
about whether or not ADFA rented a building from 
McDougal, and 1 think I asked Bob about that. 

Q And what did Mr. Nash say to you about ADFA 
renting a building from McDougal? 

A 1 think they did. 

Q This was an office building that was rented 
from Madison? 

A Could be Madison and not McDougal 
personally. I don’t know. 

Q And did he say anything more to you about 
McDougal renting this office building from -- strike 
that. 

Did he say anything more about ADFA renting 
space in an office building from McDougal or a 
McDougal entity? 

A No, 1 think he just confirmed at some point 

they did, ADFA did have an office in that area where 

14 

Madison is and that it was a Madison or McDougal 
related building. 

Q Do you know the location of the building? 

A No. 

Q Do you have any understanding as to whether 
Mr. Nash made the decision to lease the space from 
McDougal entity? 

A I do not know whether it was Bob’s decision 
or we have something called State Building Services, 
whether they made the decision. 

Q Do you have any understanding as to whether 
Governor Clinton had any role in the leasing of the 
space to Mr. McDougal? 

A No. 

Q Did you ask Mr. Nash whether Governor 
Clinton had any input in the decision to lease the 
office space to Mr. McDougal? 

A 1 don’t remember. 

MR. KRAVITZ: Did you say lease the office 
space to Mr. McDougal? 

MR. GIUFFRA: From. 

MR. KRAVITZ: 1 thought you said to. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 _ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7953 


15 

THE WITNESS: I don’t remember - if he 
did, I don’t remember when he talked to me. 

BY MR. GIUFFRA: 

Q You have no recollection of asking him that 
question, though? 

A No. 

Q Did you ever ask President Clinton whether 
he had any role in renting office space from 
McDougal? 

A No. 

Q Let me show you another document. This is 
something we’ve looked at previously, but we got a 
better copy from the Independent Counsel. Let me get 
the Bates number. This is a note, dated September 20 
of ’93, 2:30 p.m., conversation with Jim Lyons. 

MR. KRAVITZ: Do you mean Jim Blair? 

MR. GIUFFRA: Jim Blair, excuse me. Do you 
have a Bates number on that? 

MR. KRAVITZ: We’re both looking at the 
copies that came from the Independent Counsel’s 
office, and there’s no Bates numbers. There are 
corresponding Bates numbers to — 
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MR. GIUFFRA: That’s what I was looking 
for, and I couldn’t find the corresponding Bates 
numbers. 

BY MR. GIUFFRA: 

Q Let me just show you, if you could just 
read this reference right here (indicating) which is 
midway down the page beginning with — 

MR. KRAVITZ: Is this the two pages of his 

notes? 

MR. GIUFFRA: Yes. 

MR. KRAVITZ: Why don’t you just say which 
page you’re on? I’m on the first page. 

THE WITNESS: "Hueur asked Brent Bumpers -- 
asked whether indictment — against Hale not 
McDougal." 

BY MR. GIUFFRA: 

Q And I believe you testified at your prior 
deposition that this indicated to you that Mr. Heuer 
had asked Brent Bumpers some information about -- 

A No, I told you there were dashes. 1 think 
I indicated that there were dashes in here and that I 
couldn’t — since I don’t have anything other than 
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this, I cannot run all that together and make that 
into a sentence. 

Q So your testimony would be what with regard 
to what this means to you? 

A 1 don’t know. 

Q Okay. 

A I mean obviously 1 took it in a 
conversation I had with Jim Blair, but beyond that, I 
don’t have any recollection of it. 

Q But would it be a reasonable construction 
of your notes that this indicates that Hueur asked 
Brent Bumpers some information about the indictment 
of Hale and possibly McDougal? 

MR. KRAVITZ: Objection to the form of the 
question. He’s already testified he doesn’t know 
what it means. I suppose he’s asking you if it’s 
okay for him to speculate in that way. 

THE WITNESS: I mean again, it clearly says 
"Hueur asked Brent Bumpers" and then dash, "asked 
whether indictment," dash, "against Hale not 
McDougal." I don’t have any recollection as to what 
the conversation was, what he said other than what’s 


reflected in this note. 

BY MR. GIUFFRA: 

Q Okay. But reading your notes, do you have 
any reason to believe that it does not mean that 
Brent Bumpers advised that the indictment would only 
be against Hale and not against McDougal? 

MR. KRAVITZ: Say that again. 

THE WITNESS: Yeah, I think there’s - in 
the process, it could simply be that we were talking 
about indictment and he said, you know, it’s against 
Hale not McDougal, not that that came from Brent 
Bumpers, but that was simply, you know, that that was 
simply - you know, we were talking about ~ I mean 
there was speculation in the paper. 

BY MR. GIUFFRA: 

Q Where would Blair have received information 
about the status of the indictment of Hale? 

A Well, he may have read it in the 
newspaper. David Hale, two or three days before he 
was indicted, held a press conference and announced 
that he expected to be indicted, so I don’t know the 
answer. The answer is 1 don’t know. 
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Q My next question, see where it says "Hueur 
asked”? This is in a lighter pencil mark — 

MR. KRAVITZ: It is? 

BY MR. GIUFFRA: 

Q — than the rest of the document, and I 
have been told actually from people who have looked 
at the originals that it appears to be somewhat 
lighter type, letter point pencil. Do you have any 
recollection of writing that in? 

A Nope. It’s my handwriting. 

Q You wouldn’t know whether you might have 
gone back and written this in later? 

A No. 

Q The "Hueur asked" part of this? 

A No. 

Q No recollection? 

A No recollection at all. 

Q The "Hueur asked Brent Bumpers" and then 
with a dash and then "some information," does that 
indicate to you that perhaps Mr. Heuer obtained some 
information from Brent Bumpers which is then 
reflected immediately after the dash following 

20 

Mr. Brent Bumpers’ name? 

A Again, I think the "Hueur asked Brent 
Bumpers" goes together. "Asked whether indictment," 
and again I don’t know — again, I don’t know the 
answer. I don’t know what that means, "against Hale 
not McDougal." Beyond what’s reflected here, I don’t 
have any idea. 

Q When was the last time you spoke to Brent 
Bumpers? 

A I don’t know if — I have no idea. 

Q But he’s someone you know? 

A I do not remember a last time speaking to 
Brent Bumpers. You know, my guess is — 

MR. NUSSBAUM: Don’t guess. 

THE WITNESS: - not recently. I don’t 
believe I’ve spoken to him in the last two years, 
maybe the last three years. 

BY MR. GIUFFRA: 

Q Do you have any recollection of speaking to 
him during 1993? 

A No. 

Q And it would be your testimony that - have 
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you ever spoken to him about anything having to do 
with Whitewater -- 

A No. 

Q - or David Hale? 

A No. 

Q Do you have any understanding as to whether 
Mr. Heuer spoke to Mr. Bumpers — 

A No. 

Q — about Whitewater or David Hale? 

A No. 

Q Do you have any understanding as to whether 
Mr. Blair spoke to Mr. Bumpers about Whitewater or 
David Hale? 

A No. 

Q What I’m going to do now is run through 
some documents that we received after your deposition 
from the White House. We have obtained some 
information with regard to where these documents came 
from. I’m going to run through the documents that 
were purportedly out of your files and just ask you 
to go through those documents. 

There are some other documents we also 

22 

received from the White House that 1 want to ask you 
about. These are also documents we received on 
November 1 1. 

The first document bears Bates number S 
12362 to 63. If you could just take a look at that. 

A Okay. 

Q Are you familiar with this document? 

A Uh-huh. 

Q This is a memorandum to file from Bruce 
Lindsey dated October 12, 1993 and the re: is 
Whitewater Development Corporation. Now, 

Mr. Lindsey, if I could just direct your attention to 
midway down the first page, there are two — you 
report on two assertions that you made to the 
Washington Post reporters that you met with on 
October 9. 

The first assertion was "Bill Clinton never 
had a conversation with David Hale about making a 
loan to Susan McDougal." 

What was the basis for that statement? 

A I asked him. 

Q You asked President Clinton? 
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A Yes. 

Q And he told you that he never had a 
conversation with David Hale about making a loan to 
Susan McDougal? 

A Correct. 

Q Now, the next statement is "Bill Clinton 
was unaware until very recently that 881 acres of 
property in Pulaski County, Arkansas was purchased 
from International Paper in the fall of 1986 in the 
name of Whitewater Development Corporation." 

What was the basis for that statement? 

A Again, I asked him. 

Q And President Clinton said that he had no 
knowledge of this acquisition? 

A Right. 

Q When did he indicate to you that he first 
learned of the acquisition of this property? 

A I think when I asked him. 

Q If I could just direct your attention to 
the second page of this document bearing Bates 
S 12363. 

A Let me back up. I’m not sure by my asking 

24 

him he was aware of the acquisition. Jeff Gerth had 
told me in our conversation that 881 acres had been 
bought and I asked the President whether he knew 
anything about that, and he indicated no, so I mean 
the fact that Jeff Gerth tells me, I don’t know if I 
knew as a fact at that time that in fact it had 
occurred. 

Go ahead. I’m sorry. 

Q Do you recall when you would have asked the 
President, sometime — 

A When did I meet with Jeff Gerth, 20th or 
something? 

Q September 20, I believe. 

A Sometime between September 20 and October 
9. 

Q Did the President say anything else about 
the nature of his investment in Whitewater 
Development Corporation when you spoke to him 
sometime between September 20, 1993 and October 9, 
1993? 

A Again, I don’t remember the conversation. 

My guess is that I walked in to him after I had met 
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with Jeff Gerth, indicated to him that David Hale was 
making certain allegations, asked him whether there’s 
any truth to it, told him that David - that Jeff 
Gerth had indicated that this International Paper 
property had been bought, did he know anything about 
that. 

Again, whether the conversation was any 
more than that, I have no idea, but my guess is it 
probably wasn’t because I think I was probably asking 
him about those specific questions. 

Q Did you ask ~ any time in 1993 and 1994, 
did you ask the President whether he had any 
knowledge of payments of bills by Whitewater 
Development Corporation in the 1980s? 

A No, I don’t believe I did. 

Q Do you recall ever asking the President 
whether he was aware of the fact that a checking 
account was maintained at Whitewater Development 
Corporation -- strike that, whether -- strike that. 

During 1993 or 1994, did you ask President 
Clinton whether he was aware that — strike that. 

During 1993 and 1994 -- 

26 

MR. KRAVITZ: I think that’s three strikes 
and you’re out. 

BY MR. GIUFFRA: 

Q During 1993 and 1994, did you ask President 
Clinton whether he was aware of where Whitewater 
Development Corporation maintained a checking 
account? 

A Again, I don’t believe so. You know, I 
spoke to Jim Lyons on numerous occasions, was 
familiar in general with the Lyons report and what 
was reflected in that report. I don’t believe I’ve 
ever had a discussion with Clinton that went over 
that same information, but I think, you know, the 
information you’re indicating would be the 
information that was in basically the Lyons report. 

Q So it would be your testimony that in ’93 
and ’94 you never asked President Clinton questions 
about the management, for example, of Whitewater 
Development Corporation? 

A Ever, I don’t know the answer to that. I 
cannot answer that. 

Q Did you ever discuss with President Clinton 
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during 1993 or 1994 the fact that Whitewater 
Development Corporation maintained a checking account 
at Madison Guaranty Savings & Loan Association? 

A I don’t believe so. 

Q Is it possible you might have spoken to him 
about the fact that there was a Whitewater checking 
account at Madison? 

MR. NUSSBAUM: Objection to request for 
possibilities. If he doesn’t remember, then he 
doesn’t remember. I suppose anything is possible, 
but 1 don’t think that’s a fair question. 

THE WITNESS: I don’t believe I’ve ever 
asked the President a specific question about where 
did Whitewater Development Corporation have 
accounts. I have seen Whitewater Development Company 
checks that reflect a bank on them. I can’t tell you 
today whether the bank that’s reflected on any of 
them is the Madison Bank or not, Madison Savings & 

Loan. 

But I don’t believe I ever had a 
conversation because I don’t know why I would have 
had that conversation to ask him beyond what I had 

28 

seen in various checks. 


BY MR. GIUFFRA: 

Q Well, do you have any understanding as to 
whether - strike that. 

You’re aware of an RTC criminal referral 
that bears the number 0004? 

A No. 

Q You’re not aware of the existence of an RTC 
criminal referral bearing the number 0004? 

A No, I have no idea how RTC refers to their 
criminal referrals. 

Q Are you aware of an RTC criminal referral 
in which allegations are made that certain 
check-kiting activity was conducted at Madison 
Guaranty through, among other accounts, Whitewater 
Development Corporation? 

A I have read newspaper articles. I have 
never seen - I have read newspaper articles that 
claim that McDougal engaged in what the reporter 
referred to as a check-kiting scheme, so you know, 
I’ve never seen — I don’t think I’ve ever seen a 
criminal referral that reflects that. I don’t know 
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for a fact other than what I read in the paper that 
there is a criminal referral that reflects that. 

MR. NUSSBAUM: Are you confirming now that 

there is? 

BY MR. G1UFFRA: 

Q At page 12363 of your memo -- 

A The second page of that same memo? 

Q Yes, dated October 12, ’93, there are a 
series of questions. Do you have a recollection as 
to whether you attempted to ascertain the answers to 
those questions? 

A I believe I did. 

Q And let’s just take the questions in 
order. The first question is whether David Hale or 
Whitewater came up during Jim Guy Tucker’s visit with 
the President, I guess the October 6, 1993, and I 
believe you’ve previously testified with regard to 
that matter that you had asked questions of, I 
believe it was the person who attended the meeting 
with the President and also with — 

A No, 1 asked the President and I asked the 
press secretary to Jim Guy Tucker. 
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Q And it’s your understanding that David Hale 
or Whitewater did not come up? 

A That is correct. 

Q The second question that’s listed, why 
don’t I read it into the record. "Did Susan McDougal 
discuss with Hillary Clinton the possibility of 
letting the McDougals ’take’ Whitewater off the 
Clintons’ hands in late 1986 and if so, why didn’t 
Mrs. Clinton agree to the arrangement?" 

Did you ever attempt to ascertain the 
answer to that question? 

A At some point I got an answer to that 
question. Again, I don’t know if it was in direct 
response to this question or at some other point, but 
at some point, I was told the answer to that 
question. 

Q And who told you the answer to that 
question? 

A 1 don’t remember. 

Q Was it Mrs. Clinton? 

A 1 don’t think it was her directly, no. 

Q Was it Ms. Williams? 
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A Might have been. 

Q And she might have been reporting on a 
conversation she had with Mrs. Clinton? 

A Well, it would have been Maggie Williams, 
could have been Lisa Caputo, I just don’t know. 

Q Or maybe Ms. Thomases? 

A I don’t think so. 

Q But they were reporting back to you after 
they spoke to Mrs. Clinton? 

A Again, I don’t know if they got it from 
Mrs. Clinton or from whom, but — 

Q You said indirectly. That would mean 
someone would have spoken to Mrs. Clinton at one 
point. 

A Well, the Clintons publicly have said, and 
this is why — that at some point, and I don’t know 
if it was Susan McDougal, but the McDougals offered 
to take their Whitewater interests, and the Clintons 
indicated that they wanted to be released from the 
liability and there was no way to release them from 
the liability, or that the people who had the 
liability were not prepared to release them from the 
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liability, and therefore they declined to give up 
their interest if they were still going to be on the 
liability. 

Now, again, whether Mrs. Clinton said that 
publicly in her press conference, whether or not 
that’s been reported through her press office, I 
don’t remember, but that is basically the answer to 
that question. 

Q And what would be the liability that you 
would be referring to? 

A The Madison loan originally for $180,000, 
that was less now, would have been less in the 
mid-’80s, but was still significant, some amount. 

Q So it’s your understanding — 

A The Madison loan is not the right name 
because it’s not at Madison. It’s whatever the — 
whatever the bank is where the original mortgage loan 
was. 

MR. KRAVITZ: Is it the Bank of Kingston? 

MR. GIUFFRA: Off the record. 

(Discussion off the record.) 

BY MR. GIUFFRA: 
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Q So it’s your understanding that 
Ms. McDougal was willing to let the McDougals take 
Whitewater off the Clintons off hands but not -- 
strike that. 

It’s your understanding that the lender 
would not allow the Clintons to extinguish their 
liability by just transferring the liability and 
their ownership to the McDougals? 

A My understanding was that the Clintons were 
told by somebody, I don’t know who, that they would 
still be on the liabilities and that there was no way 
to -- that the parties to the liability were not 
prepared to release them. 

Q Now, was it your normal practice during 
1993 if you wanted to communicate with McDougal to do 
so through Blair and Hueur? 

A No. 

Q But Jim Blair was someone who communicated 
with Hueur on some sort of a regular basis? 

A I don’t know that. 

Q But Mr. Blair on occasion reported to you 
on what Mr. Heuer had told him with regard to what 
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McDougal had told Hueur? 

A I don’t know that. I mean, in the meeting 
with Gerth, Blair came up and the matter came up. I 
probably called Jim Blair to find out what that 
related to. I don’t know if — 1 would not say that 
Jim Blair reported to me unless I called him and 
asked him a question. 

Q Yeah, but you would have -- your practice 
would have been to call Jim Blair and have Jim Blair 
make an overture to Hueur in order to find out what 
was going on with regard to McDougal? 

A No, I don’t think I would say that. 

Q What would be a fair statement? 

A Again, I would ask Jim Blair what he knew. 

I don’t think 1 would -- I don’t believe I ever used 
Blair to go to Hueur to go to McDougal. I think if 
Jim Blair’s name came up or if Jim Blair was -- later 
there’s a reference to Jim Blair writing a letter to 
Hueur. I would call up Jim Blair and say, you know, 
did you write a letter to Hueur, what’s this all 
about? 

Again, it was part of my attempt to try to 
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understand what these reporters were asking and to 
whatever extent, be prepared to respond to it. 

Q Do you know Hueur yourself? 

A Yes. Not well, but I know him. 

Q During 1993, do you recall speaking with 
Mr. Heuer? 

A No. 

Q During 1993, approximately how frequently 
would you have spoken with Mr. Blair? 

A Less than half a dozen times, I would 
think. 

Q The third question is "did Hillary Clinton 
know about the Susan McDougal loan from Capital 
Management Services or the land purchase from 
International Paper prior to David Hale’s 
indictment?" 

Did you obtain the answer to that question? 

A I don’t remember. I mean I don’t remember 
whether I — I don’t know today. 1 don’t think I 
could say as a fact today whether 1 knew - whether 
she did or didn’t, so I don’t think I ever got the 
answer to that. 
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Q The memorandum of October 12 is cc’d to 
Maggie Williams and Bill Kennedy. Why would you have 
cc’d Maggie Williams and Bill Kennedy? 

A Well, I think because a lot of the 
questions related to Mrs. Clinton, I would have cc’d 
Maggie Williams. I believe I cc’d Bill Kennedy 
because the entire issue in the first meeting with 
Gerth, Gerth raised with me the Bill Kennedy/Randy 
Coleman conversation. 

I at some point spoke to Bill Kennedy after 
that about that, and I think because of that, since 
this related to the same subject matter, David Hale, 

I thought Kennedy would want to know about the 
meeting I had. Mark Gearan set up the meeting, I 
think. 

Q Well, he was the press person. 

A Right. 

MR. KRAVITZ: When you say he set up the 
meeting, you mean the meeting with Gerth or this 
meeting? 

THE WITNESS: Set up this meeting. 

BY MR. GIUFFRA: 
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Q The Washington Post meeting? 

A Yes. But was not present. 

Q This document bears Bates number S 12364. 

I just want you to read the reference midway through 
the page, where it says "McDougal net, Clinton gross 
$30,000," and then there’s another word after that? 

MR. KRAVITZ: Would you have him say what 
this document is before he reads from it? 

THE WITNESS: Well, if you look at this in 
relationship to that (indicating), this reflects the 
three questions that were asked. 

MR. KRAVITZ: By the Post reporters? 

THE WITNESS: By the Post reporters, yes. 

I don’t know what that word is. 

BY MR. GIUFFRA: 

Q Do you have any understanding as to what 
this reference to "McDougal net, Clinton gross 
$30,000" would be to? 

A No. My — no. I believe it was probably 
the Post reporters telling me how they viewed the 
Lyons report numbers. Again, you know, this is in 
the middle of them asking the questions, and I think 
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in between they were telling me, you know, how they 
saw the world. 

Q They were having problems with regard to 
the Lyons numbers? 

A They have always indicated that they -- 
their numbers and the Lyons numbers didn’t match up. 

Q And how did they indicate to you that the 
Lyons numbers and their numbers did not match up? 

A They claimed they had someone look at the 
Lyons report and that their person who looked at the 
Lyons report couldn’t get to where the Lyons report 
got to. 

Q Do you recall anything more specifically 
about the — why their person could not get to the 
same result as the Lyons report did? 

A No, no. I mean we had lots of discussions 
with The Washington Post about wanting to have the 
underlying documents, wanting to do their own 
analysis - about 90 percent of it I thought was 
probably made up — so that we would give them 
everything so that they could go out and do their own 
study. 
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Q Let me show you a document that bears Bates 
number S 12365, memo to Bruce Lindsey from Skip 
Rutherford, December 21, 1993 re: Whitewater 
Development. 

Have you seen this memorandum before? 

A I’m sure I have, yes. Well, I’ve seen it 
recently, yes. I assume I saw it around the time it 
was prepared. 

Q Who is Skip Rutherford? 

A Skip Rutherford is with an advertising 
public relations firm in Little Rock. 

Q And is he someone who is a friend of yours? 

A Oh, yes, has been for years. 

Q Who is the Bradbury referred to in this 
memorandum? 

A Curt Bradbury was president of Worthen Bank 
and Trust Company. I say president, he may be CEO 
but the head person, maybe president/CEO. 

Q And in 1993 was Mr. Rutherford still in 
Little Rock? 

A Yes. 

Q Do you recall anything more about the 
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circumstances under which you received this 
memorandum other than the document itself? 

A No. 

Q Now, there was a discussion in this 
memorandum of the $250,000 loan that was made to 
McDougal by Worthen Bank in ’92 and then expanded 
in — 

A In ’92 or ’82? 

Q ’82, excuse me, was expanded in ’83. Then 
it talks about how the loan was written off in ’87 
for $100,000. Do you know anything more about this 
particular loan? 

A No. 

Q There’s a discussion here of the Wall 
Street Journal writing an article or editorial about 
this transaction. Do you know anything more about 
that? 

A No. 

Q There’s a discussion here about President 
Clinton pursuing a "revamping of the Fed" in 
"curtailing of the Fed’s powers," because the Fed 
has been picking on Clinton’s friends at Worthen. Do 
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you know anything about this? 

A No. 

Q Do you know whether Mr. Rutherford ever 
discussed this matter with Mr. McLarty? 

A No. 

Q I’ll show you a document that bears Bates 
number 12366 to 12371. This is a memorandum from 
Neil Eggleston to Harold Ickes re: Whitewater-RTC and 
FDIC Rose Law Firm issues. Do you recall receiving 
this memorandum? 

A No. 

Q Have you seen this memorandum before? 

A Yes. 

Q Did you ask Mr. Eggleston to prepare this 
memorandum? 

A No. 

Q Do you know who asked Mr. Eggleston to 
prepare this memorandum? 

A No. 

Q Do you recall examining the FDIC and RTC 
reports that were released in February 1994 with 
regard to the Rose Law Firm? 

42 

A Yeah, I thumbed through them. 

Q Did you discuss those reports with Web 
Hubbell? 

A No. 

Q Did you discuss those reports with 
Mrs. Clinton? 

A Mrs. Clinton? 

Q Yes. 

A 1 don’t think so. 

Q Did you discuss those reports with 
Mr. Kennedy? 

A No, I don’t think so, unless he was in a 
meeting. No, I don’t think so, 1 don’t think he was 
in any of those meetings. 

Q During 1993 and 1994, did you discuss with 
Mr. Hubbell whether Rose had a conflict of interest 
with regard to its representation of Madison Guaranty 
and the RTC? 

A No. 

Q Did you discuss this possible conflict of 
interest with Mrs. Clinton? 

A No. 
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Q With Mr. Kennedy? 

A I can’t recall. 

Q Show you a document and I can’t tell 
what -- this may be a three-page document. 12372, 

12373, 12374. Am I correct that’s a three-page 
document? 

A I don’t know. 

Q Are these your — 

A No, it’s not a three-page document. 

Q Separate? 

A They have different names at the top so 
I - rarely was Jeff Gerth and Mike Isakof in the 
same meeting. 

Q You weren’t doing press conferences? 

If you could just go through the first note 
bearing Bates number 12372. 

A Okay. "Jeff Gerth, Steve Engelberg, New 
York Times. David Hale, Small Business Investment 
Corporation, Capital Service Management. BC urged DH 
to make improper loans, Whitewater. Jim and Susan 
McDougal, Jim Guy Tucker. 

"Three meetings 1986. Tunnel at Capitol, 
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political event, mall somewhat exculpatory. 

Magistrate subpoena, 1:20 p.m., July 20, 1993. Tax 
records, corporate records, affidavit from David Hale 
as early as today." 

Q Do you recall when these notes might have 
been prepared? 

A No. I could speculate that it was prior to 
my meeting with Jeff Gerth and Steve Engelberg. I’m 
not sure Steve Engelberg was at the meeting but prior 
to my meeting with Jeff Gerth. 

Q Prior to the meeting on September 20, 1993? 

A Yes. 1993. 

Q Why do you believe these would have been 
prepared prior to your meeting on the 20th? 

A Because it covers the same subject that 
they discussed at that meeting but nowhere near the 
detail that the notes did. My guess is that’s what 
they told me on the phone and then suggested that we 
sit down and talk about it or meet about it. 

Q Do you recall when Mr. Gerth might have 
spoken to you on the phone? 

A No. 
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Q Would it have been a week before or two 
weeks? 

A I have no — I assume it was after he had 
been to Little Rock, so you know, but I don’t know 
when that was so I don’t — I do not believe, again I 
would almost have to look at my notes, that there’s 
that big of a gap between when he said he spent three 
days in Little Rock and when we met. In fact, it may 
have been Monday, Tuesday and Wednesday or 
something — well, I don’t remember. I’d have to 
look at the notes. 

Q It was sometime in September 1993 that 
these notes would have been prepared? 

A Yes, I would think, a day or two before the 
20th, but I — 

Q So sometime in the middle of 1993, probably 
sometime between the 15th and the 18th? 

A I don’t know that. 

MR. NUSSBAUM: Of September? 

BY MR. GIUFFRA: 

Q Of September 1993. 

MR. NUSSBAUM: If you know. 
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THE WITNESS: I don’t know. You’re telling 
me that I met with Gerth on the 20th? 

MR. KRAV1TZ: Your notes indicate that. 

THE WITNESS: Okay. 

MR. KRAVITZ: Just so the record is clear, 

I think, Mr. Lindsey, you said you don’t know when 
you had this phone conversation with Gerth and 
Engelberg, but you think it was within a few days 
before you actually met with them on September 20? 

THE WITNESS: That’s correct. Let me take 

a break. 

(Recess.) 

BY MR. GIUFFRA: 

Q Mr. Lindsey, at the middle of this page, 

12372, it refers to a tunnel at the capitol. What 
does that indicate to you? 

A Well, I can tell you what Jeff Gerth told 
me David Hale told him. 

Q What did Jeff Gerth tell you that David 
Hale told him? 

A Which was that at one time - well, you 
have to know the state capitol, but it’s sort of like 
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the U.S. Capitol in that there are steps going up and 
underneath there there is a short tunnel that’s not 
very long but -- so that you can go under and let 
somebody out, similar to the way the U.S. Capitol is, 
and that he, Jeff Gerth told me David Hale told him 
that he saw Clinton coming out of or going into the 
tunnel one time and the President — governor asked 
about are you going to be able to help my friend, 

Jim, something to that effect. 

Q And the political event, what does that 
refer to? 

A I don’t think it refers to anything because 
that’s different than the version that he told me in 
our meeting, so, you know, again 1 — there was not a 
political event in the meeting. 

Q In the meeting, what did he refer to? 

A I think the second one was the 145th Street 
trailer. This is where Clinton jogged down in his 
jogging clothes to 145th Street. 

Q And this is also the story — this is also 
the claim that there was a leather chair in the 145th 
Street trailer — 
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A No, that’s a different - that was when the 
President asked - or the governor asked to give the 
business to the Rose Law Firm. 

Q Then it says M mall somewhat exculpatory." 

Do you know what that refers to? 

A Well, I can tell you again in the longer 
meeting, he said that they met in the mall, the 
President, then governor made some reference to do 
you know what Susan McDougal did, and David Hale 
supposedly said what are you talking about, and Bill 
Clinton said you ought to ask Jim. Again — 

MR. NUSSBAUM: This is Gerth reporting what 
Hale reported on what Clinton was alleged to have 
said? 

THE WITNESS: You have 11 or 12 pages of 
notes that reflect what I actually remember him 
saying. 

BY MR. GIUFFRA: 

Q This is what use Susan McDougal made of the 
money, the $300,000? 

A I think that’s what that was reference to, 

yes. 
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MR. KRAVITZ: Can I interject? Are you now 
testifying about what Mr. Gerth told you on September 
20 in person or about what Mr. Gerth told you in this 
telephone conversation? 

THE WITNESS: No, no, no, again - 

MR. KRAVITZ: I think this is all in 
reference to this one page of notes, which is S 
12372, but that may not be what you’re testifying 
about. 

THE WITNESS: No, that’s right. Bob asked 
me what I knew or what I thought that referred to, 
and in order to respond to that, I have to refer to 
the September 20 meeting because that’s when my notes 
reflect I learned much more. Again, I don’t remember 
anything about either the September 20 meeting or 
this telephone call other than what’s reflected in 
the notes, so I thought I was simply just repeating 
back to him what my notes reflect from the September 
20 meeting. 

BY MR. GIUFFRA: 

Q During 1993-1994 did you have any 
discussions with anyone about the $2000 a month 
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retainer between the Rose Law Firm and Madison? 

A Yes. 

Q Who do you recall discussing that retainer 
with? 

A I don’t remember. 

Q Did you ever ask Mrs. Clinton about that 
retainer? 

A I don’t think specifically. 

Q Generally? 

A Well, no, I don’t remember asking 
Mrs. Clinton. At some point I learned — "retainer” 
is not actually the right word because it wasn’t a 
retainer, it was an advance against billings, and I 
learned that they had returned at the end of the 
period the amount of money in excess as to what they 
had actually billed. 

Now again, I don’t — I can’t tell you 
today who I learned all of that from, but in the 
course of all of this, I learned that, you know, 
there was a period of time where they received a 
$2000 a month advance against billings and when they 
ended their representation, they returned the excess. 
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Q For the entire amount that had been paid? 

A My understanding was the excess of the 
entire amount over their billings. 

Q Did you ever discuss with Mrs. Clinton how 
the Rose Law Firm was retained by Madison? 

A No. 

Q Did you ever discuss with President Clinton 
whether he had asked McDougal to retain the Rose Law 
Firm? 

A I have some vague memory that I asked him 
one time about the jogging over and the leather chair 
story, and he said that it didn’t occur. 

Q So he told you -- 

A I think that’s right. 

Q So he told you he had nothing to do with 
Madison retaining Rose? 

A I don’t know 1 can say - I think I asked 
him will he — I think it was a joking reference to 
his -- that McDougal was making a big deal about 
sitting in his new leather chair and having been 
jogging and being sweaty. 

Q When did you first learn that a subpoena 
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had been authorized with regard to certain premises 
of Mr. Hale? 

A I think from Jeff Gerth. 

Q Next document, 12373, 12374. 

A Okay. 

Q If you could just read across the top on 
that. 

A "Mike Isakof, Chuck Babcock, S. Schmidt. 

Q Washington Post reporters? 

A Yes. "1991 tax return. McDougal-meeting 

with Hale did not occur. Funds used to purchase IP 
property. What did we base the reconstruction on?" 

Q Let me ask a question. The reference to 
"McDougal," dash, is that McDougal told you or you 
advised him? 

A No, this is a conversation I had with 
them. This was the meeting that’s reflected 1 
believe in the two-page typed memo that you showed me 
dated October 11 or 12. 

Q October 9. 

A Well, the meeting was October 9 and the 
date on the memo I think is the 12th. 
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Q That’s correct. 

A Okay. I think they - I think 1 told them 
that the meeting with Hale did not occur. Again I 
don’t think ~ I think this was not that I talked to 
McDougal but that I was simply answering their 
questions. I may have written down McDougal because 
they were telling me that — 

Q That was based on your conversation with 
the President? 

A Right. And I guess "funds used to purchase 
IP property" was a short way of maybe my answer to 
their question that the Clintons did not know that 
funds — that money was used to purchase land in the 
name of Whitewater. 

"What did we base the reconstruction on" 
and then it says "records that HRC had. Had some 
corporate records, ledgers, some work papers, some 
escrow contracts." That’s the Lyons report. 

Q The next entry? 

A "Other than loans," then there’s 
"$30,000." Then there’s something and it says 
"fiscal year 1981." 
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Q Do you know what that refers to? 

A No. Then there’s "$22,860 something," 
maybe $8,800. "Madison Bank $30,000. Security Bank 
of Paragould," I can’t read what’s written across. 

Q Do you know what that reference refers to? 

A No. All of this -- again, The Washington 
Post never was comfortable with the Lyons report and 
the conclusions of the Lyons report or the analysis 
of the Lyons report, and all of this was some way of 
their, I think, trying to tell me why the Lyons 
report was not an accurate reflection or they didn’t 
understand the Lyons report to be an accurate 
reflection, and these were just, you know, again my 
writing down snippets of their basically making an 
argument that they should be entitled to see all of 
the documents that made up the Lyons report so that 
they could do their own analysis of it. 

So again, this was their way of trying to 
convince me, 1 think, that the Lyons report didn’t 
hold together and that therefore we should make a 
more complete disclosure. 

Then the last one is "income tax benefits, 
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1 Madison Marketing.” Again I don’t know what that 

2 refers to. 

3 Q The next page? 

4 A ”1989, ’90, ’91 tax returns, 18,000 land 

5 sales, Exhibit A, page 2.” Again, I think they were 

6 comparing the tax returns to the - I think Exhibit 

7 A, page 2 of the Lyons report and it was just part of 

8 their argument why they didn’t jibe. 

9 Q Do you have any understanding as to whether 

10 Hale’s allegations against Clinton, if true, would 

1 1 constitute a crime? 

12 MR. NUSSBAUM: Objection. Why would — how 

13 is that a fact-gathering exercise for you to ask him 

14 now for his legal analysis? 

15 MR. GIUFFRA: Well, if someone had advised 

16 him that it was a crime, then actions that were taken 

17 from the point he was advised that it might 

18 constitute a crime would reflect that. If he was 

19 advised by someone that it was not a crime, then his 

20 actions might be colored by that. 

21 MR. NUSSBAUM: Do you have any 

22 understanding? 

56" 

1 MR. KRAVITZ: Your question isn’t 

2 pinpointed in time. Your question is now. He hasn’t 

3 taken any actions after now. 

4 BY MR. GIUFFRA: 

5 Q During 1993-1994, did you have any 

6 understanding as to whether Hale’s allegations 

7 against Governor Clinton, if true, would constitute a 

8 crime? 

9 MR. NUSSBAUM: Any specific allegation? 

10 BY MR. GIUFFRA: 

1 1 Q The allegation with regard to - strike 

12 that. I’ll restate the question. 

13 During 1993-1994, did you have any 

14 understanding as to whether Hale’s allegation that 

15 then Governor Clinton had pressured Hale to make a 

16 loan to Susan McDougal, if true, would constitute a 

17 crime? 

18 A I don’t know how to answer that. 

1^ MR. NUSSBAUM: Do you remember whether in 

20 1993-1994 you had any — we’re talking - we’re not 

21 talking about what if anything do you think now or 

22 believe now or know now, but what if anything you 
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thought then. If you know. If you can’t separate 
what you know now from what you knew then, tell him 
that. 

THE WITNESS: I think my initial reaction 
was encouraging someone to make a loan would not 
constitute a crime. That was sort of my initial 
reaction. Now, I can reflect on it and perhaps 
depending upon what you knew and what the funds were 
used for, I don’t know enough about the SBA law to 
know whether or not — you know, I’m not today sure 
whether or not — what the criteria were for making 
the loans with Small Business Investment Corporation 
and whether Susan McDougal would or would not have 
qualified, and I don’t know whether it’s a crime 
today to make a loan to someone who doesn’t qualify. 

So the answer to all of that is I’m not 
sure that the Susan McDougal loan is illegal, and I’m 
not sure ~ 1 would think even less that suggesting 
or encouraging someone to make a loan would be less 
of a crime or not a crime. 

BY MR. G1UFFRA: 

Q Did you conduct any research in 1993 to 
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ascertain whether Hale’s allegation that Clinton had 
pressured him to make a loan to Susan McDougal might 
constitute a crime? 

A No. 

MR. NUSSBAUM: The allegation or if true? 

BY MR. GIUFFRA: 

Q If true. 

A No. 

Q Are you aware as to whether anybody at the 
White House did any research into that question — 

A No. 

Q — during 1993? 

A No. 

Q Do you recall any discussions you might 
have had with anyone at the White House during 1993 
about whether Hale’s allegations against Clinton if 
true would constitute a crime? 

A No. 

Q Never discussed it with Bemie Nussbaum, 
for example? 

A Don’t recall it. 

Q Neil Eggleston? 
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A No. 

Q Cliff Sloan? 

A Don’t recall. 

Q No understanding as to whether anyone at 
the counsel’s office might have done research into 
that question? 

A No. 

Q Let me show you another document bearing 
Bates number 12375. 

MR. KRAVITZ: I think there’s two more 
pages that go with that. 

THE WITNESS: There are. 

BY MR. GIUFFRA: 

Q 76 and 77? 

A Yeah, I believe those are the two pages 
that are behind this one. 

Q Is this a fax that you received from Tyson 
Foods? 

A Yes. 

Q And it was from Archie Schaffer? 

A Yes. 

Q Beverly Bassett Schaffer’s husband? 
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1 A Yes. 

2 Q He’s a friend of yours? 

3 A Yes. 

4 Q And she’s a friend of yours? 

5 A Yes. 

6 Q The handwriting on the lower right-hand 

7 side of the page bearing 12375, is that your 

8 handwriting? 

9 A Yes. 

10 Q If you could just read across. 

U A "HRC, counsel to the Clintons, libel suit, 

12 absolutely true. Letter, not sure. Will check." 

13 Q What does that refer to? 

14 A Jeff Gerth called me at some point and 

15 indicated that he had spoken with McDougal, so this 

16 is Jeff Gerth saying that he had spoken with McDougal 

17 and that McDougal believed or felt or thought that 

18 Jim Blair had pressured him at some point after the 

19 initial Gerth story. 

20 Q This was in 1992? 

21 A The initial Gerth story was in 1992. And 

22 that Blair had written McDougal’s lawyer a letter. 1 
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think that’s all I knew. I think you may have a note 
that reflects that conversation. 

Q Have you seen that letter that Mr. Blair 
wrote to Mr. Heuer? 

A Yes, it’s — no. Oh, yeah, I’ve seen it at 
some point. 

Q Did you participate in the preparation of 
that letter? 

A No. And so I think I called Jim Blair, who 
I believe was in London on business, and asked him 
about this. And these, I believe, reflect what he 
told me. 

Q And this is what Blair told you that the 
reporters had said to Blair? 

A I don’t know ~ no, again, I don’t know. I 
believe this is what — in talking about what Jeff 
Gerth had said, this is what I wrote down that Jim 
Blair said to me. 

Q Why don’t you read the next entry. 

A "Letter not sure. Will check. Explain to 
Sam a trial acquittal. Explain to Sam -- trial 
acquittal. Why would he by talking to the press get 
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himself reindicted. Not in his interest." 

MR. NUSSBAUM: The dash by the way is not 
Sam dash. Sam, and a dash. 

THE WITNESS: That’s right. 

BY MR. GIUFFRA: 

Q The notation "explain to Sam," that’s Sam 
Hueur; correct? 

A Right. 

Q And this is an instruction that you were 
giving to Mr. Blair? 

A No? 

A No, I would think that Jim Blair was 
telling me that at some point after the initial story 
ran that he had a conversation with Sam Hueur in 
which he explained to Hueur that McDougal had gone 
through a trial and acquittal and why would McDougal 
by talking to the press want to reopen this whole 
issue. 

Q And that Blair told Hueur it was not in 
McDougal’s interest to talk to the press? 

A Again that’s what — whatever the note says 
is what I remember, I mean what I know. I don’t 
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1 remember it at all. But again, I think most of that 

2 is reflected in the letter which I assume you have 

3 that I have seen, but I don’t — 

4 Q This was a letter written in 1992? 

5 A That’s correct. 

6 Q Do you know whether - okay. This is just 

7 a recounting of what occurred in 1992? 

8 A Right. That is after Jeff Gerth raised 

9 these questions both with Blair and with me. I tried 

10 to get hold of Blair to find out what it was all 

1 1 about. Blair had Archie Schaffer fax me a copy — 

12 again, he was not in Fayetteville, so he had Archie 

13 Schaffer fax me a copy of the letter he got from 

14 Blair. 

15 Q From Gerth? 

16 A From Gerth, excuse me, gotten from Gerth 

17 and Steve Engelberg, and then, you know, told me what 

18 basically had happened. 

19 Q Were these same questions that are set 

20 forth in this letter dated January 7, 1994 put to 

21 you? 

22 MR. KRAVITZ: You’re referring to S 12376 

64 

1 and 77? 

2 MR. GIUFFRA: Correct. 

3 THE WITNESS: There is a note dated BL 443 1 

4 that’s produced to you all. Do you see that? I’m 

5 sorry, you may not have it as that Bates number. 

6 MR. KRAVITZ: What number did you say? 

7 THE WITNESS: I read the Independent 

8 Counsel number. 

9 BY MR. GIUFFRA: 

10 Q Maybe we should just ask a question. Is 

1 1 this a document that’s in Mr. Lindsey’s personal 

12 custody and control? 

12 MR. NUSSBAUM: This is a document that was 

14 given to the White House to decide whether or not to 

15 produce, but I don’t know exactly what they produced 

16 to you. 

12 MR. KRAVITZ: Their cover letter of 

18 November 1 1 does indicate that one document was 

19 withheld on privilege grounds and it’s indicated in a 

20 privileged log. I suppose that could be it. 

21 THE WITNESS: This doesn’t look like it 

22 would be a privileged document. 
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MR. KRAVITZ: We do have documents that 
have pieces of paper that look like that. If we find 
some of them, we can see if they match. 

BY MR. GIUFFRA: 

Q My concern is that, for example, yesterday 
we identified the document at the Independent Counsel 
that we had not received that was responsive and that 
there may be other documents that we haven’t received 
that maybe — 

A No, the counsel’s office had this and sent 
it back to us. 

Q So this was a document that was a White 
House record that you got a copy of? 

A Just recently. 

MR. NUSSBAUM: This was given to them to 
determine whether to assert a privilege. I assume 
they produced it to you. I don’t know whether they 
produced it to you. You seem to be saying you don’t 
have it. If that’s the case, I think you need to 
take it up with them. I don’t know what their 
thinking would be. I don’t see anything on it that 
would differentiate it from things that they have 
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produced, but — 

MR. KRAVITZ: Do you know when you produced 
it, when you gave it to the White House counsel’s 
office? 

THE WITNESS: No. 

MR. KRAVITZ: Was it along with some of -- 

MR. NUSSBAUM: Off the record for a minute. 

MR. GIUFFRA: Yes. 

(Discussion off the record.) 

BY MR. GIUFFRA: 

Q We now have this document which bears Bates 
numbers 4431, 4433. I wonder, is there a page 4432? 

MR. NUSSBAUM: Don’t know. 

BY MR. GIUFFRA: 

Q Maybe we just check — we ought to just 
check to see whether there is. 

Mr. Lindsey, you were about to refer to 
this document? 

A This reflects a telephone call from Jeff 
Gerth to me where he tells me that "Steve Engelberg 
was writing. Jim Blair. McDougal understood in 
March 1992 from conversation with Jim Blair, Blair 
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1 represented the Clintons. March 16, 1992 letter from 

2 Blair to McDougal (Hueur). 1, statute of limitations 

3 not having run. 2, release of WDC records without 

4 consulting Clintons." 

5 And then next page, 4433, says "Jeff Gerth, 

6 continued. Talked with BC but mostly dealt with 

7 Blair. Lyons report, McDougal never consulted or 

8 talked to with respect to Lyons report. Lion’s," 

9 spelled differently, l-i-o-n-’-s, "share. Susan 

10 Thomases, balance sheet 1982. Capital gains 

11 exclude." 

12 Q Do you know what those last two references 

13 refer to? 

14 A No. 

1^ Q The Susan Thomases reference? 

16 A No. 

17 Q The capital gains reference? 

18 A No. 

19 Q Was it your understanding that during the 

20 campaign Mr. Blair had spoken to McDougal? 

21 A I don’t believe it was my understanding 

22 until after this conversation. 


1 Q Have you ever spoken with Mr. Blair about 

2 the fact — whether he spoke to Mr. McDougal during 

3 the campaign? 

4 A No. 

5 Q What did Mr. Blair indicate to you? 

6 A Go back to the last document, which I think 

7 represents my conversation with Jim Blair. 

8 MR. NUSSBAUM: Let him hand it to you. 

9 THE WITNESS: He said that he — well, 

10 again "HRC counsel to the Clintons, libel suit, 

1 1 absolutely true. Letter, not sure, will check, 

12 explain to Sam, trial, acquittal, why would he by 

13 talking to the press get himself reindicted. Not in 

14 his interest." 

15 BY MR. G1UFFRA: 

16 Q Did you have any understanding from 

17 Mr. Blair whether he spoke to McDougal directly? 

18 A No. 

Q Did you ever ask him whether he spoke to 

20 Mr. McDougal directly? 

21 A I don’t know. 1 don’t recall. 

22 Q Did you ever discuss with Mr. Blair the 
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payment of Mr. McDougaPs legal fees? 

A No. 

Q Do you have any understanding as to how 
Mr. McDougaPs legal fees were being paid? 

A 1 have some understanding, I thought from 
the press or from Sam Hueur withdrawing, that he 
wasn’t being paid. I also know that they formed a 
legal defense fund that Mrs. Riley -- again, all of 
this was in the press -- was head of, I believe, but 
I don’t know whether it raised any money either. 

Q Do you know when that legal defense fund 
was set up? 

A 1995, maybe. You could read the Democrat 
Gazette. Do you all take that? 

MR. GIUFFRA: Off the record. 

(Discussion off the record.) 

BY MR. GIUFFRA: 

Q Next one, 12378. Is that your handwriting? 

A Yes. 

Q And do you have any recollection of 
drafting or preparing this note? 

A No. 


Q Why don’t you just — let me just look at 
it. Do you have any recollection as to what this 
note refers to? 

A 1 think it refers to the same subject as 
the questions from Jeff Gerth and Steve Engelberg. 

Q Meaning whether there was a meeting between 
Blair and McDougal? 

A Can I see it? Whether there was a meeting 
or letter. I don’t know whether -- 

Q Why don’t you read that note into the 
record. 

A "Conversation/meeting with Jim Blair and 
Jim McDougal. Blair discussed McDougal suing The 
New York Times for liable. R.D. Randolph. BC, 

Blair, discussion with Jim McDougal. RD had a 
conversation with BC as well as Blair. Expressed 
misgivings that Clinton et al. had with McDougal 
having talked. Blair one of Clinton’s henchmen. How 
are you going to get this done? Straighten this up," 
perhaps. I’m having some trouble. "You ain’t got a 
need to know, and I ain’t going to talk about it." 

MR. NUSSBAUM: How Arkansas. 
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1 THE WITNESS: Let me see the letter, 

2 please, from Gerth to — 

3 MR. NUSSBAUM: He’D show it to you. What 

4 do you want to see? 

5 (Witness reviewed the document.) 

6 BY MR. GIUFFRA: 

7 Q Mr. Lindsey, on the record I would like to 

8 make a request, if you could just check with the 

9 White House to see whether there are any other 

10 responsive documents that perhaps we haven’t 

1 1 received. 

12 MR. NUSSBAUM: Well, wait a minute. We’ve 

13 produced everything responsive that we have. We 

14 provided things to the White - 

15 MR. GIUFFRA: There was the document 

16 yesterday at the Independent Counsel we hadn’t gotten 

1 7 a copy of. 

18 MR. NUSSBAUM: And it is quite possible, 

19 although I’m never going to know, that there may be 

20 another document somewhere in the United States that 

21 if we only found, we would have produced. We have 

22 produced every document we’re aware of that is 
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1 responsive. 

2 We have provided to the White House 

3 counsel’s office certain documents that they wanted 

4 to deal with on privilege issues and they have made 

5 an independent production to you. It’s not our job 

6 to see to it that the White House counsel’s does what 

7 it does. You haven’t been shy about dealing with 

8 them, and I think you should deal with them 

9 directly. 

10 MR . GIUFFRA: I just want to restate, if 

1 1 you have documents — if Mr. Lindsey has documents in 

12 his possession, custody or control that are 

13 responsive - 

14 MR. NUSSBAUM: We don’t. 

15 MR. GIUFFRA: Just to check to see that he 

16 has turned them over. 

12 MR. NUSSBAUM: We don’t. We take our 

18 responsibilities to comply seriously and have done 

19 our level best to comply. We don’t, are not aware of 

20 any other documents. 

21 MR. NUSSBAUM: What is the pending 

22 question? 
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MR. KRAVITZ: I don’t think there is one. 

BY MR. GIUFFRA: 

Q Mr. Lindsey, do you believe that the 
document that your counsel provided us, 4431, 4433, 
that perhaps this handwritten note, 44 -- that bears 
the Bates number 12378 is the back of 4431? 

A I was trying to figure that out. 

Q Is that possible? 

A Well, the pen looks slightly different but 
it is possible. 

Q So you’re not sure. The information that’s 
recounted on 12378, is that based on a conversation 
you had with Blair? 

A Again — 

MR. NUSSBAUM: Which one is 12378? 

THE WITNESS: If it’s the back of the other 
one, then it’s a conversation I had with Jeff Gerth. 

I can’t tell who that is a conversation with. It 
sounds more like the Jeff Gerth questions than it 
does -- because there’s a reference in the Jeff Gerth 
letter to Blair. 

"During the campaign, R.D. Randolph, a 

74 

Little Rock associate of Mr. McDougal, went to see 
him to express misgivings, Mr. Clinton’s misgivings, 
about his having talked to a reporter. Mr. Randolph 
had said that you were one of the people he reported 
to in connection with his visit. Mr. Randolph has 
also said he took care of the McDougal problem in his 
own quiet way." 

That sounds like an amplification which I 
would expect to have come from Gerth of what’s in the 
Gerth letter to Blair, but again I can’t tell that 
and I don’t have any independent recollection. 

Q Do you know R.D. Randolph? 

A Yes. 

Q Who is R.D. Randolph? 

A R.D. Randolph is a Arkansas businessman. 

Q Do you know what the nature of his business 
is? 

A Well, I know he is — I think 1 know- this, 
he is a partner or associate or somehow in business 
with Jim Guy Tucker in connection with Castle Water & 
Sewer. I knew R.D. when he worked for Bill Fulbright 
in the late ’60s-early ’70s. 
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1 Q Now, do you know whether Mr. Randolph spoke 

2 with Mr. McDougal? 

3 A No. 

4 Q At any time during 1992? 

5 A No. 

6 Q Did you ever speak to Mr. Randolph during 

7 1993 about whether he had had any discussions 

8 relating to Mr. McDougal during ’92? 

9 A No. 

• 0 Q Do you know what this reference to "RD had 

11 a conversation with BC as well as Blair, expressed 

12 misgivings that Clinton et al." - you can -- 

13 A "Expressed misgivings that Clinton et al. 

14 had with McDougal having talked." 

15 Q "Having talked — ” 

16 A Again, between that note and this letter 

17 are the only thing I know about that. 

18 Q So you have no personal knowledge of any 

19 conversation that Randolph and Clinton and Blair 

20 might have had about McDougal — 

21 A No. 

22 Q — at any time? 
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1 

A 

I’m not sure that was a three-way 

2 

conversation, that was a reference to a three-way 

3 

conversation, but no. 

4 

Q 

12379, those are just some notes you 

5 

prepared? 

6 

A 

Yes. 

7 

Q 

Conversations with reporters, appears to 

8 

be? 

9 

A 

At least one is, yes. 

10 

Q 

Which one would be the reporter? 

11 

A 

This one (indicating). 

12 

Q 

ABC? 

13 

A 

Yes. 

14 

Q 

What’s the reference to Steve Smith? 

15 

A 

It says Steve Smith has telephone numbers, 

16 

interviewed Cecilia Seay, SBA Fayetteville, 

17 

Arkansas." Fayetteville attorney? 

18 

Q 

Attorney. 

19 

A 

Attorney, yes. 

20 

Q 

Who is Steve Smith? 

21 

A 

Steve Smith is a professor of political 

22 

science at the University of Arkansas. 
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Q And he was formerly -- did he hold a 
position in the Clinton gubernatorial administration? 

A First term, yes. 

Q What was the position that he held? 

A I don’t know. He was -- I don’t know. 

Executive assistant maybe. 

Q These numbers, 575-5954, the office number 
and 575-0852, the home number, are those in Arkansas 
as far as you know? 

A I don’t have any idea. I assume they are. 

Q Do you recall speaking with Mr. Smith 
during 1993? 

A I don’t recall. 

Q Do you recall the last time you might have 
spoken to Steve Smith? 

A Yes. 

Q When was that? 

A 1 think it was when we were in England, I 
guess, the summer of ’94. 

Q What do you recall about that conversation 
with Steve Smith? 

A Steve Smith was in England teaching a 
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summer program or maybe there with students from the 
University of Arkansas for a summer program, and when 
the President went to Oxford, their summer program 
was at Oxford, he and I think the students he was 
with came to the event. 

Q Have you ever discussed anything having to 
do with Madison, Whitewater or David Hale with Steve 
Smith? 

A If this note didn’t exist, I would say no, 
but 1 don’t recall this, so I don’t know whether this 
reflects or not, but I don’t recall speaking to Steve 
Smith. I don’t know whether someone else told me 
this information, but I don’t remember speaking to 
Steve Smith about it. 

Q And is it the reference to SBA and Cecilia 
Seay that leads you to believe that you might have 
spoken to him about David Hale? 

A Well, 1 just recently read that Cecilia 
Seay was the receiver appointed by the SBA to wind 
down or to — I don’t know what the right word is, I 
guess take over Capital Management. Beyond having 
read that, this - 1 would not have known who Cecilia 
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say was. 

Q So you think this perhaps indicates 
Mr. Smith had been interviewed by Ms. Seay? 

MR. NUSSBAUM: He said he just - 
objection, objection. I mean, he says he doesn’t 
recall speaking with Mr. Smith. He has Mr. Smith’s 
name on a card with two phone numbers that he may 
have gotten from someone else, may have never spoken 
with Mr. Smith. 

I would caution the witness not to 
speculate and caution the questioner not to invite 
him to speculate. 

If you remember talking to him, tell him 
what you remember. If you don’t, tell him that. 

BY MR. GIUFFRA: 

Q Now, the card to the right, ABC card, the 
reference to Chris Wade, do you know what that refers 
to? 

A I know who Chris Wade is. 

Q Who is Chris Wade? 

A Chris Wade was a real estate person who 
handled some of the Whitewater sales. 
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Q Do you have any understanding as to whether 
anyone at the White House spoke to Mr. Smith during 
’93 or ’94 about anything having to do with David 
Hale? 

A I don’t know. 

Q When you spoke to Mr. Smith in London in, I 
believe you said it was ’94? 

A I believe so. 

Q Summer of ’94, did he mention David Hale to 
you? 

A No, not that I recall. I don’t believe so. 

Q The second name that’s indicated on the 
card, right-hand side of 12379, is what? 

A Key ton Tren, it looks like. Trit? I 
don’t know. I can’t read the last name. 

Q And then M key ton Trent’s brother lost 

$ 100 , 000 ”? 

A Kern Trent. "Kern Treat’s brother lost 
$100,000." I don’t have any idea what that refers 
to. 

Q You don’t know what that means? 

A No. 
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Q Do you know who this Mr. Trent is? 

A No. 

Q And then real estate appraiseer? 

A Again, I can speculate. 

Q Let me show you another document. This 
bears Bates number 12386. Do you know what this 
document is? 

A Part of this document is my handwriting, 
but beyond that, I don’t know what it is. 

Q Is this some part of someone else’s 
handwriting? 

A This does not appear to be my handwriting 
(indicating). 

Q That would be the diagram in the middle of 
the page? 

A Correct. 

Q Do you know whose handwriting that might 
be? 

A No. 

Q Do you know when this document might have 
been prepared? 

A No. 
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Q Do you know the circumstances under which 
this document might have been prepared? 

A No. Well, I - 

Q Do you have any possible understanding as 
to why this document might have been prepared? 

A No, but I have a possible time frame, 
because it’s on the back, I believe, of some — some 
of this (indicating). 

Q You mean on the back of an ABC news 
document dated 1-4-94? 

A Right. So 1 would assume it did not occur 
before then. 

Q So you think this was a document that you 
prepared after reviewing some press stories? 

A No, I just know that it couldn’t have 
occurred before the document upon which it appeared 
on the back of which it was written. 

Q The document appears on the back of 12384, 

12385, and then — 

MR. KRAVITZ: It can’t be on the back of 
more than one piece of paper. 

BY MR. GIUFFRA: 
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Q It’s on the back of 12385. Then the next 
document is 12387, so it appears to be four piece of 
paper, one document. 

A Yeah. And all — 

Q Why don’t you take a look at the entire 
document, 12384 to 12387, and see if maybe that 
refreshes your recollection as to what is reflected 
on the note. 

(Witness reviewed the document.) 

A No, there’s nothing in there that seems to 
relate to this document. 

Q And you don’t know what is reflected in the 
diagrams set forth on 12386? 

A Do I know what’s — 

Q Do you have any understanding as to what is 
reflected in the diagrams contained on 12386? 

MR. NUSSBAUM: What they mean? 

(Witness reviewed the document.) 

THE WITNESS: Well, I can tell you what 
each says. I cannot tell you the context in which 
any of it was written. 

BY MR. GIUFFRA: 
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Q Why don’t you tell us what they say. 

A I can’t read the top. It’s "HRC, BC." I’m 
reading — if you turn the page - 

MR. NUSSBAUM: You’re reading down the 
left-hand side of the page? 

THE WITNESS: Right, yes. "It seems HRC, 

BC. M," and underneath it’s "security." And then 
there’s "MM" in a box and then a line down to "WDC" 
and then beneath those two is 7000 with a plus sign. 

And then "WDC to Security Bank, $7000. $20,800 BC 
loan.” That’s down the left side. 

Then in the center — 

Q Do you know what that transaction refers 
to? 

MR. NUSSBAUM: He said it was a 
transaction? 

MR. KRAVITZ: Is your question do those 
figures refer to a transaction? 

BY MR. GIUFFRA: 

Q Do you have any understanding as to whether 
these figures refer to any sort of transaction? 

A 1 know what the allegation is that I think 
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these figures relate to. 

Q What is the allegation that you think these 
figures relate to? 

A There was an allegation that some of 
this - that some of Madison Marketing, which I think 
is what MM stands for, either Madison Marketing or 
Master Marketing, I wish I knew what the name is, 
some of it made its way into Whitewater to the 
benefit of the Clintons. 

I believe there are documents which you 
showed me last week that show a loan, I guess, from 
Madison Marketing or Master Marketing to Whitewater 
and then a check on a Whitewater account -- I don’t 
remember whether it was at the Madison Savings & Loan 
or not -- to the Security Bank for a like amount. 

And the allegation was - or the amount of money in 
the Whitewater account at the time the money was 
transferred in was not sufficient to cover the check 
out without the transfer in, and so the suggestion by 
that was that in fact some of Madison Marketing money 
or Master Marketing money went to Whitewater and 
benefited the Clintons. 
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The Clintons were on the Security Bank 
loan. The check from Whitewater to Security Bank was 
made to pay down that loan, and the check from Master 
or Madison Marketing to Whitewater supposedly was 
needed in order for there to be a sufficient balance 
in the account to write the second check. 

Q Okay. This middle diagram is not one that 
you prepared? 

A No. 

Q And the diagram on the far left of the 
page - far right of the page, excuse me. 

A It says "S&L insolvent. FSLIC state, 1984, 

1986.” I can’t read what’s out beside 1986. Then it 
says "audit. 1987. Insolvency.” Then there’s a 
line. "Madison." Down here it says 1984. I believe 
that word is "fundraiser. 1985, S&L funds. No 
reports." 

Q Do you know what these refer to? 

A Again, l know what the allegations are. 

Q What’s the allegation on the top one? 

A I don’t know if there is an allegation on 
the top one. There was an allegation, you know, 
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1 about when the S&L became insolvent and who had 

2 responsibility for determining that, and I think this 

3 reflects that both FSLIC and the state, on a state 

4 chartered S&L, would have some responsibility. 

5 Q Up until ’87? 

6 A Well, in ’87 I think FSLIC put it into 

7 receivership, but basically if you want the answer, 

8 the state could not — if you wanted to protect the 

9 investors, the state could not have put it into 

10 insolvency because unlike the Federal Savings and 

1 1 Loan Insurance Corporation, which protects investors 

12 funds, if the state had put it into insolvency, those 

13 people’s funds would not have been protected, so it 

14 would require FSLIC to do it, and because Congress 

15 did not appropriate sufficient funds, FSLIC was not 

16 in the business during those years, even .when S&Ls 

17 were in trouble, of closing them because there wasn’t 

18 sufficient funds to cover the amount of dollars 

19 outstanding. 

20 So between ’86 and ’87 there was an audit, 

21 I believe, a new audit after McDougal was removed 

22 that actually for the first time showed Madison to be 
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1 insolvent. 

2 Q Do you know who performed that audit? 

3 A I don’t know. Frost & Company? I don’t 

4 know. Never mind. I don’t know. And that was the 

5 basis for I believe Beverly Bassett recommending or 

6 urging FSLIC to take over Madison. 

7 Now, I think that’s what that reflects. 

8 This (indicating), obviously there was an issue as to 

9 whether or not S&L funds — 

10 Q Have you ever discussed — I’m sorry, go 

1 1 ahead. 

12 Have you ever discussed with Ms. Schaffer 

13 her regulation of Madison during the period 1984 

14 through 1987? 

15 A I think I have read most things 

16 Ms. Schaffer has written. I don’t know, I don’t know 

17 whether I’ve ever had a conversation with her about 

18 it, but I’ve read a series of letters she wrote to 

19 Mr. Gerth. I have reviewed a chronology of all of 

20 the documents reflected in the state securities 

21 commission file that reflect all of this. 

22 Q Who would have prepared that chronology? 
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A I think it was prepared under Beverly 
Bassett’s direction. 

Q Did you ever discuss the chronology with 
Ms. Schaffer? 

A I don’t — again, I don’t think I’ve ever 
had a conversation with Beverly about the chronology 
or the regulation. I’ve had a conversation with her 
about how she felt like she was misportrayed in press 
reports relating to this matter. 

Again, ’84-85, no reports, issue about in 
the 1985 fundraiser that Jim McDougal held, whether 
or not any of those funds were S&L funds. And at the 
time they were unable to find, because I think the 
state only keeps records for a certain length of 
time, the campaign records, the campaign reports that 
reflected the contributions. 

Now, again, I don’t remember who told me 
this stuff or where it came from, but that’s what I 
think all of that relates to. 

Q Have you ever discussed with Ms. Schaffer 
her approval of a preferred stock transaction from 
Madison? 
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A Again, I don’t believe I’ve ever had a 
conversation about her underlying regulation of 
Madison. I think the only conversations I ever had 
with her reflected her frustration about how she was 
portrayed in all of this. Now, again, I’ve read all 
the documents related to the underlying -- these 
underlying transactions. 

Q Would it be your understanding that this 
chronology would have been prepared by the securities 
department of Arkansas? 

A I think it was prepared — no, 1 believe it 
was prepared — she was no longer securities 
commissioner. I believe it was prepared from 
documents that were in the securities department’s 
files but that it was prepared under her direction. 

Q Oh, this is something she prepared after 
she had left her position? 

A Right. And after all of this came up, to 
show her — again, she believed that she had done 
everything that was within her power to try to bring 
this to the attention of the proper people and that 
any suggestion to the contrary was false. 
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Q Let me show you a document, Bates number 
12389. Those are three White House note slips. If 
you could just read from left to right. 

A Wooten Epes, and then there’s a telephone 
number I cannot read. It looks like 501-376, 92 
something something. 

Q Who is Wooten Epes? 

A Wooten Epes probably at this point was the 
director of the Arkansas Development Finance 
Authority. 

Q Do you know when you would have prepared 
these note cards? 

A No. 

Q Clearly would have been something you would 
have done in at least ’93 or ’94 though? 

A Or ’95, but yes, sometime while I’m in the 
White House. Mark Hosenbail, a reporter with 
Newsweek, so I think — 

MR. NUSSBAUM: Read what it says. That’s 
the question. 

THE WITNESS: "ADFA, security department. 

Bad dealings by” I canft read the next word "security 
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salesman at Lassiter.” And then I think it’s 
"sanctioned." Can’t read the next two. "Spring 
1983, part of underwriting group." I think the next 
word is Reigny. 

BY MR. GIUFFRA: 

Q Do you know who Reigny is? 

A Reigny is a Little Rock security firm. 

"George W. Balm," that’s I think a Little Rock 
security firm. "Lassiter. Single family A and B, 
single family C, Stevens." 

Q Do you know what this refers to, this note 
card? 

A I believe it reflects that Lassiter 
participated in various underwritings of ADFA, 
primarily single family A and B and single family C, 
along with these other people, these other local 
security firms. 

Then "Mark Hosenbail, one, statement to the 
FBI regarding Roger Clinton." 

Q Who is Mark Hosenbail? 

A He again is the Newsweek reporter. Again, 

I can’t tell from this whether this is a conversation 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


7992 


93 

directly with Mark Hosenball or not. 

Q Or whether it’s a conversation with 
Mr. Epes? 

A Yeah, except it looks different, but again, 

I don’t know. 

Q Did you speak to Mr. Epes during 1993 about 
ADFA and Dan Lassiter? 

A I don’t know whether I spoke to him during 
1993. I doubt it. 

Q Since you’ve come to the White House, do 
you remember speaking to Mr. Epes about Dan Lassiter? 

A Yes. 

Q And what do you recall about your 
conversations with Mr. Epes about Dan Lassiter? 

A I think Mr. Epes called me and told me that 
he had had a conversation with Mark Hosenball that’s 
reflected on these notes and that these were the 
questions that Mark Hosenball was asking Wooten Epes. 

Second card, "Mark Hosenball, statement to 
the FBI." By the way, one reason why it may not be 
the same, because it looks like I spelled Hosenbalm 
on the first card, b-a-l-m, and then b-a-1-1. It is 
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purely possible one to the other 1 could have done 
that. But I believe I also had a conversation at 
some point with Mark Hosenball around the same time. 
Usually when they call they didn’t just call one 
person, they called several. 

"Statement to the FBI regarding Roger 
Clinton. Advise net through. 1981-82. Employed by 
Lassiter. Clinton request. Aware that Lassiter was 
a" and then there’s a blank. 

"When did President Clinton learn" - 

Q Let’s just go back. Was a what? 

A I don’t know. 

Q Let’s go through this card. Is this 
Hosenball recounting questions to you, propounding 
questions to you? 

A If I — if you ask me to speculate, I would 
speculate yes. 

MR. NUSSBAUM: Fortunately, he didn’t ask 
you to speculate. He wants to know what you know. 

THE WITNESS: Otherwise, all I know is 
what’s on this card. 

BY MR. GIUFFRA: 
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Q You have no recollection of the 
conversation? 

A That’s right. I do believe I spoke to Mark 
Hosenball at some point, but I don’t recall the 
conversation. 

Q And it’s your understanding that ~ do you 
have an understanding that Mr. Lassiter employed 
Roger Clinton during 1981-82? 

A I have an understanding that Mr. Lassiter 
employed Roger Clinton. I don’t know if I know what 
years. 

Q And let’s do the next card. 

A Next card, which says page 3, "when did 
President Clinton learn, when did BC know of Lassiter 
drug use." And then it’s "ADFA. Former secretary. 

Larry Case." 

Q Who is Larry Case? 

A I don’t know if I know. Larry Case is, I 
believe, one of these people who has been out there 
on all these various networks, all of this stuff, 
doing the videos. I’m trying to remember whether 
Larry Case is the former ADFA employee who was fired 
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or not, and that I don’t remember. There was one of 
them and I’m drawing a blank on whether that’s Larry 
Case or not. 

Q And what were the circumstances under which 
that employee was fired? 

A He was making calls to the contras. 

MR. NUSSBAUM: That’s a good segue to 
another scandal that I like a whole lot better. 

THE WITNESS: On state telephones and 
running up large bills, but I can’t ffankly remember 
whether that’s Larry Case or not. He later sued 
Clinton. Anyway, that could be Larry Case. I’m just 
drawing a blank on that. "Larry Case bugging her. 

Rose Law Firm represents. Clinton’s personal life. 

Larry Nichols." 

BY MR. GIUFFRA: 

Q Who is Larry Nichols? 

A Now I’m confused whether Larry Nichols — I 
think Larry Nichols is the former ADFA employee, I 
believe, who was making calls to the contras, not 
Larry Case. 

Q Make sure the record is clear on that one. 
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MR. KRAVITZ: We don’t want anyone to get 
sued over this transcript. 

THE WITNESS: So anyway, well, I think 
Larry Nichols is the former ADFA employee who filed 
the lawsuit during the 1990 campaign and both Larry 
Nichols and Larry Case though, I believe, had been 
out there stirring up some of these stories. 

I think Larry Case may consider himself to 
be an investigator. 

BY MR. GIUFFRA: 

Q And from looking at these cards, what is 
your best recollection of the allegations 
Mr. Hosenball was recounting? 

A With respect to that last deal? 

Q Yes. 

A I have no idea. 

Q What about the earlier, the second card? 

A 1 think he was trying to determine when 
Clinton learned about Lassiter’s drug use in relation 
to Lassiter’s representation or participation in 
various bond issues that the state of Arkansas put 
out. 
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Q During ’93-94 did you ever speak to the 
President about Dan Lassiter? 

A ’93-94? I don’t remember. 

Q Do you recall ever speaking to the 
President about Dan Lassiter? 

A 1 remember there was an issue where they 
claimed that Bill Clinton gave Dan Lassiter a 
pardon. This was Governor Clinton, not President 
Clinton. 

Q It was during the campaign? 

A Was it during the campaign? 

Q I’m asking you. 

A I don’t remember. There was an issue at 
some point in the press about Dan Lassiter getting a 
pardon, and I may have asked the President did he 
ever give Dan Lassiter a pardon. A governor has a 
limited ability in connection with federal pardons, I 
believe, to allow a person to get a gun - to get a 
hunting license. The governor can’t give him his gun 
back. But if he gets his gun back from the federal 
government, I think the governor can then give a 
pardon and that would allow him to get a hunting 
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1 license. 

2 Q Let me ask you — I’ll show you the next 

3 document, 12390. Is this the back - 12390, is this 

4 the back of these three cards? 

5 A I have no idea. 

6 MR. GIUFFRA: Do you know, Counsel? 

7 MR. NUSSBAUM: I don’t know but it 

8 wouldn’t ~ it’s hard to imagine it would have worked 

9 that way. Well, maybe it could have. I don’t know. 

10 BY MR. GIUFFRA: 

1 1 Q Now, the top of 12390, it says page 2 and 

12 at the top of L2389 it says page 3. Do you know if 

13 there’s a page 1? 

14 A 1, 2 - if what you’re saying is right, 1, 

15 2, 3 (indicating). 

16 MR. NUSSBAUM: Didn’t your man in Little 

17 Rock look at these cards? 

18 THE WITNESS: All of this relates to the 

19 same matter of Lassiter and Lassiter participating in 

20 Arkansas bond issues. And again — 

21 BY MR. GIUFFRA: 

22 Q Why don’t you try to read through this 
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1 document 12390 and see if you can make some sense out 

2 of that. 

3 A "Don Birdsong," who I don’t know who that 

4 is, "Roger just been to New York. Not through 

5 talking." I don’t know what that means. 

6 Q Is that Roger Clinton that he’s referring 

7 to? 

8 A I have no idea. 

9 Q Page 2? 

10 A Page 2. "March 10, 1992, sensor, 

1 1 violating," violate or violation. "Excessive 

12 markup. Untrained" it looks like. And then I can’t 

13 read the next work. "NASD 1994. Everyone knew. If 

14 he had known, reconsider. Complaints were made to 

15 people in governor’s office. Stevens. Lapse of 

16 procedure. Louisiana State Racing Commission. 

17 Louisiana State Police. July 1993. Use and 

18 distribution of cocaine." 

19 Q Do you know what this page refers to? 

20 A I believe this top part refers to Lassiter. 

21 Q What about -- 

22 A Lassiter & Company, excuse me. 
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Q What about Lassiter & Company? 

A Well, I think he was saying that - 

MR. NUSSBAUM: Who is he? 

THE WITNESS: Probably Mark Hosenball was 
suggesting that Lassiter & Company had had all these 
problems and why did the state allow Lassiter & 

Company to participate in these bond issues. Okay. 

1 believe that was what Mark Hosenball’s question 
was. 

BY MR. GIUFFRA: 

Q Did you make any inquiries following your 
conversation with Mr. Hosenball? 

A No. Lassiter & Company has been out of 
business since the ’80s, so I mean -- 

Q Did you make any inquiries yourself while 
you were at the White House to try to find out about 
these allegations involving Lassiter and ADFA? 

A No. 

Q Didn’t make any inquiries of anybody at 
ADFA? 

A Well, I think I had at some point spoke to 
Wooten Epes. I don’t think I ever spoke to Bob Nash 
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about it. He would be the only other person I think 
who would know. 

Q Did you ever speak to Patsy Thomasson about 
it? 

A I doubt it. 

Q She had worked for Mr. Lassiter in the 
’80s, though? 

A Yes, she had. 

Q And you don’t recall since 1993 speaking to 
her about Dan Lassiter? 

A Again, I probably have spoken to her about 
Dan Lassiter, but 1 don’t think 1 spoke to her about 
this allegation. Then it says "Louisiana State 
Racing Commission. Louisiana State Police. July 
’83. Use and distribution of cocaine." Wooten 
wasn’t there, so maybe this is Wooten telling me that 
he wasn’t there, wasn’t at ADFA at the time. 

MR. NUSSBAUM: You are now reading 
another — 

BY MR. GIUFFRA: 

Q The third column. 

A The third column of this page, which is 
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12390. "Had to include local investment banking 
firms." Can’t read the next line. "Approved 
locals. National ran the transaction. PaineWebber, 

Stevens, Lassiter, Reigny." I can’t read the next 
one, but I would guess it’s "Balm." "1994 NASD, 

’acting against various traders dealers.’ Wasn’t 
made aware of it. State securities commissioner 
never made me aware." And then "contributor" - I 
can’t read the rest of it. 

Q Do you believe this might be Mr. Epes 
speaking to you about what he was aware of? 

A Well, the word "me" in there wasn’t, wasn’t 
made aware of me and I wasn’t.there or Wooten wasn’t 
there, would suggest I think that that probably was 
my talking to Wooten. 

Q Do you.think all these cards reflect your 
conversation with Mr. Wooten or do you think it 
reflects a conversation — two conversations? 

MR. NUSSBAUM: Mr. Epes. 

BY MR. GIUFFRA: 

Q Epes, excuse me. 

A The way the "Mark" — again, I don’t know. 
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Q -What’s your best — what would be your 
best - 

A I spelled Hosenball differently on two 
different cards. While I’m perfectly capable of 
doing it in the same series of notes, I would be less 
inclined at the same time. So my belief would be 
that someone put a piece of paper in front of me 
saying that Mark Hosenball had called me, spelled it 
b-a-l-I, and I then spelled his name b-a-1-1 as 
opposed to b-a-l-m, so I do not ~ my best guess is 
that they are not the same. The handwriting, 
frankly, looks different, the way the notes are 
written looks different. 

Q Do you recall any other communications you 
might have had about Lassiter and ADFA during ’93 or 
’94? 

A And ADFA, no. 

Q Anything just about Lassiter? 

A ’93 and ’94? Maybe. 

Q What might you recall about Lassiter? 

A Oh, I at one time asked Patsy what prison 
life was like in connection with Web. Dan Lassiter 
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had spent some time in a prison and 1 asked her how 
he dealt with that. 

Q Let me show you some other documents. This 


is 123 - 


break? 


4:00? 


MR. KRAVITZ: Can we take a five-minute 
MR. G1UFFRA: Sure. 

MR. NUSSBAUM: Are you going to be done by 


MR. GIUFFRA: Hopefully. Off the record. 
Well, we can stay on the record. These documents are 
not documents that I believe come from Mr. Lindsey’s 
files. I just want to make sure they’re not his 
handwriting. Some of them might be. So maybe we 

could just plow through -- 

MR. NUSSBAUM: You could put them in front 
of them and let him go through them and tell you. Do 
you want to take a break first? 

THE WITNESS: I’m fine. 

MR. KRAVITZ: Let’s just take a short 


break. 


THE WITNESS: That’s not my handwriting. 
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1 MR. GIUFFRA: We’ll take a break. 

2 (Recess.) 

3 BY MR. GIUFFRA: 

4 Q This is 12391, 12392, 12393. 

5 A That is mine. 

6 Q Do you recall preparing these notes? 

7 A No. 

8 Q Do you know when you might have prepared 

9 these notes? 

10 A No. 

1 1 Q Why don’t you just read the notes in and 

12 we’ll go through them. 

13 \ "August 2, 1978-McDougal, Clinton, 230 

14 acres. Marion County for 202,61 1.20." 

15 Q What does that refer to? 

16 A On August 12, 1978, Jim McDougal and Bill 

17 Clinton bought 230 acres of land in Marion County for 

18 202,000 - 

19 MR. GIUFFRA: Off the record. 

20 (Discussion off the record.) 

21 THE WITNESS: "August 2, 1978 McDougal 

22 Clinton bought 230 acres in Marion County for 
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202,6 1 1 .20. Mortgage" — 

MR. NUSSBAUM: Just so we’re clear by the 
way, have you asked him — I don’t remember whether 
you asked him whether he remembers generating these 
or what this is in response to. 

MR. KRAVITZ: He said he didn’t remember. 

THE WITNESS: Stay awake. 

MR. NUSSBAUM: I am awake. That was a 
tactical ploy. 

MR. KRAVITZ: It’s hard to stay awake. 

THE WITNESS: "Mortgage 182,61 1.20. Union, 

20 , 000 ." 

BY MR. GIUFFRA: 

Q What was it, "Union"? 

A Union. 

Q What does that refer to? 

A Union National Bank. 

Q The other is just a mortgage with do you 
know what bank? 

A That’s the bank I can’t remember. 

Q And then "personal." 

A Personal. 
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Q Do you know what that refers to? 

A Again, I don’t remember making this 
document. I can tell you what I think that refers 
to. I can tell you what I think this entire document 
refers to, is I think I was walking through the Lyons 
report, trying to make sure 1 understood what the 
Lyons report was saying, so I think this was my 
sitting there and trying to get in my head exactly 
what happened when so that I, you know, could 
understand it well enough that I could explain it to 
somebody else. 

MR. NUSSBAUM: Which is what you’re now 

doing. 

THE WITNESS: That’s right. 

BY MR. GIUFFRA: 

Q Do you think that you prepared these 
documents while you were at the White House? 

A Yes. 

Q And the reference to "personal"? 

A I believe meant that both the mortgage and 
the Union loan were personal to the Clintons and the 
McDougals. 
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1 Q Okay. Then the next reference? 

2 A I believe — there’s a line down. I think 

3 the land was transferred to Whitewater Development 

4 Corporation on June 1 8, 1 979. No, excuse me, I think 

5 Whitewater Development Corporation was incorporated 

6 maybe June 18, 1979 and the land was transferred on 

7 September 30, 1979. 

8 Q Okay. 

9 A "Loans from WDC to Clinton/McDougals, no 

10 promissory notes." Again, if you have the Lyons 

1 1 report, I think you would find a narrative, I 

12 believe, of some of this. I haven’t looked at the 

13 Lyons report, but again, in effect, the loans - that 

14 would be since the mortgage and all of this was 

15 personal, that when you transfer the land, you would 

16 transfer — the corporation should pay you money for 

17 the land. There wasn’t a transfer of money back to 

18 the Clintons and McDougals for the land, and so while 

19 there were no promissory notes, it’s basically loans 

20 from Whitewater back to the principals for their 

21 equal share. 

22 In 1985, substantially all the assets of 
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1 WDC were sold to Ozark Air Service, Inc. "Records 

2 personal — " 

3 Q Do you know what that refers to? 

4 A 1 believe it’s a reference in there that 

5 in - by 1995, the remaining lots at Whitewater were 

6 sold to Ozark Air Service, Inc. 

7 "Records personal. Corporate records in 

8 Clinton’s possession. Working papers of accountant 

9 Charles James. WDC federal income tax return ’80 to 

10 ’89. Clinton federal income tax return ’78 to ’89. 

1 1 Correspondence. Canceled checks." I think those are 

12 the documents that the Lyons report said that they 

13 relied upon. 

14 Now, I think — I’ll read the next page. 

15 "1980. Where did the 222,060 come from, what was it 

16 used for. 1981, where did the additional 13,593.82 

17 come from. Where did the $30,000 Madison Bank and 

18 trust loan go from." It did say "come from" and now 

19 it says "go." "1982, where did the additional" -- 

20 then it has 57,959.07." Then underneath that 

21 35,714.42. Obviously I have subtracted. 

22 "22,244.65 come from. 1983, how was the 
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1 $30,000 loan paid down to 28,000. 1984, how was the 

2 $28,000 loan paid down to 20,800. 

3 "1985, where did the $2000 difference 

4 between the Madison loan and the Security loan come 

5 from. 1986, how was the $18,800 loan paid down to 

6 $13,800. 

7 "1987, where did the additional 

8 $59,594.58," underneath that, 57,959.07. A line. I 

9 clearly subtracted. "1,635.51 come from." 

10 "What caused the bank loan to increase 

11 from 13,800 to $14,117.59 (interest?)" 

12 Q If you could just describe the transactions 

13 that you believe are stated on this page. 

14 A You'd have to look at the report. I think 

15 if you looked at the exhibit to the report, these 

16 numbers are on there, and I think I was asking as I 

17 looked at it questions 1 had that I wanted to have 

1 8 answered or I need to do have answered so I would 

19 have an understanding of the transactions. 

20 Q And these were questions that you were 

21 going to put to Mr. Lyons? 

22 A Probably, if I — if I couldn't figure them 
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1 out otherwise. 

2 "1988" — 

3 Q We can see — '88, '89, '91, do you know 

4 what this refers to? 

5 A Again, I think more of the same. 

6 Q And do you recall whether you ever spoke to 

7 Mr. Lyons about the questions that are set forth on 

8 12392? 

9 A I don't know if I spoke to him and asked 

10 him these specific questions. I at some point, but I 

1 1 couldn't do it today, had an understanding from year 

12 to year how the differences came about, but I don’t 

13 remember quite how. I mean, I don't know all the 

14 sources that I learned that from or figured it out 

15 from. 

16 Q Let me show you this document. This bears 

17 Bates number 12420. Have you ever seen that before? 

1 8 A About an hour ago. 

19 Q During the fall of 1993, did you speak to 

20 Loretta Lynch about anything having to do with 

21 Whitewater, Madison or David Hale? 

22 A I don’t think so. 
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Q Do you recall speaking with Lisa Caputo 
during the fall of 1993 about Whitewater, Madison or 
David Hale? 

A I have a vague memory that I did. 

Q Do you have any recollection as to what you 
might have spoken to Lisa Caputo about in the fall of 
1993 about Whitewater, Madison — 

A I think she was getting calls and was 
calling me to ask me about it. 

Q Do you recall anything more specifically 
about your conversations with Lisa Caputo? 

A No. I mean, I have a vague memory as to 
where it took place. Well, I have a memory because 
it’s reflected on the document. 

Q Where? 

A It’s reflected on a document. 

Q Are these your documents or are these -- 

A It’s one you’ve already seen. 

MR. NUSSBAUM: Which one, Bruce? 

BY MR. GIUFFRA: 

Q Which document? 

A This document has Lisa Caputo’s name and I 
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believe that’s Lisa’s phone number. 

Q This is the document that bears the Bates 
number BL 70. 

A Yeah, we talked about this last time I was 
here. 

Q When do you think -- you think you called 
her from when you were in — 

A San Francisco. 

Q What do you recall about that conversation? 

A I don’t recall the conversation. I just 
think — I have a vague memory partially from this 
that I called her back. 

MR. GIUFFRA: Off the record for a second. 

(Discussion off the record.) 

MR. GIUFFRA: Back on the record. 

Mr. Lindsey has referenced us to a document 
bearing Bates number BL 70 which was a document that 
I think we believe was probably discussed in the 
hearings in the summer of 1994 in fact on 
Treasury- White House contacts. 

BY MR. GIUFFRA: 

Q And Mr. Lindsey, why don’t you just briefly 
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indicate what you recall about Lisa Caputo and this 
conversation which was presumably October 4, ’93 or 
thereabouts. 

A This conversation reflects, I think, 
primarily a conversation I had with Jim Lyons. I 
think at some point I have a memory that during that 
day, I got — I was also told that Lisa Caputo wanted 
to speak to me. I have Lisa Caputo’s name and I have 
over here ~ it’s not in the same area -- 62960, 
which I believe maybe is Lisa’s phone number. 

I believe I called her back and had a short 
conversation with her about the questions that Gerth 
and Isakof - again, this is all being generated by 
press inquiries to the White House, to Jim Lyons, to 
Loretta Lynch. All of the press, Gerth, Isakof 
primarily, are calling all of these various people 
and asking all of these questions after -- by the 
way, if you’re going to have Jean Lyons — after 
apparently leaks from the RTC about criminal 
referrals. 

MR. KRAVITZ: You mean Jean Lewis. 

THE WITNESS: Excuse me, Jean Lewis. I’ve 
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never heard her asked whether or not — never mind. 

BY MR. GIUFFRA: 

Q Mr. Lindsey, do you have an understanding 
as to whether Ms. Lewis leaked any RTC information? 

A I have no understanding whatsoever, but I 
think it’s a good question. 

Q Have you ever done any sort of research 
into Ms. Lewis? 

A No. 

Q Or directed anyone to do any research into 
Ms. Lewis? 

A No. 

Q Have you ever reviewed any what might be 
described as opposition research regarding Ms. Lewis? 

A No. 

Q Do you know whether anyone at the White 
House prepared any documents, talking points adverse 
to Ms. Lewis? 

A No. I wrote it out the first time as 
G-e-n-e. I thought she was a man. Anyway, I’m sorry 
I brought that up. 

MR. NUSSBAUM: Answer his questions. 
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THE WITNESS: Anyway, I have some vague 
memory that in the same time I was talking to Jim 
Lyons, I called Lisa back. 

Now, I don’t remember — you know, I don’t 
remember what Lisa told me versus what Jim Lyons - I 
don’t think Lisa told me anything other than she had 
had some calls, but it’s a very vague memory, 
partially reinforced by the fact that her name and 
telephone number appear on this. 

BY MR. GIUFFRA: 

Q And what did — and Mr. Lyons told you 
what? 

A That he had talked to Loretta Lynch, that 
she was getting calls, that she told them that they 
should talk to Lyons, that he had talked with Gerth 
and Isakof, that Gerth had all of the records of 
examination in connection with Madison Guaranty, that 
Gerth had an RTC source, that there were nine 
criminal referrals. 

Then I have "Blakely Brandt, tax show 

home." 

Q Did you discuss — and then you 
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subsequently discussed that with the President and 
you testified — 

A Subsequently told the President that my 
understanding was that there were — that the press 
knew or there were stories out there that there were 
criminal referrals relating to Madison that mentioned 
him. 

Q And you recall discussing those criminal 
referrals with Ms. Caputo? 

A No, I don’t remember anything about my 
conversation with Lisa Caputo. 

MR. NUSSBAUM: That’s where we should have 
left it about five minutes ago. 

BY MR. GIUFFRA: 

Q Let me show you another document. Is this 
your handwriting? 

A No. 

Q This was a document that bears Bates number 
12422 - 12421. 

A No. 

Q Let me show you a document 12424 through 
12427? 
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MR. NUSSBAUM: Do you want to know if he 
wrote that? 

BY MR. GIUFFRA: 

Q Have you ever seen that document before? 

A I don’t believe so. 

Q So you would not be the author of this 
document? 

A No. 

Q Let me show you another document which 
bears the Bates number BL 140 through 148. Have you 
ever seen that document before? 

A Yes. 

MR. NUSSBAUM: Where’s the Bates number? I 
don’t think it says BL. 

BY MR. GIUFFRA: 

Q I’m sorry, I made a mistake. It’s not 
yours. 140 to 148. 

MR. KRAVITZ: Wait, wait. In what series? 

MR. GIUFFRA: I think it’s a different 
production. 

THE WITNESS: There may be more than one 
document. 
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BY MR. GIUFFRA: 

Q My question is, what is the context in 
which you saw this document? 

MR. NUSSBAUM: This is not a document ~ 

BY MR. GIUFFRA: 

Q Have you ever seen this document before? 

A Yes. 

MR. NUSSBAUM: Wait, wait, this document 
refers to what? There appears to be a bunch of ~ we 
haven’t established that this is one document. I 
think he said it may not be. 

THE WITNESS: I think that’s all one 
document. 

MR. NUSSBAUM: You do? All right. 

BY MR. GIUFFRA: 

Q When do you recall seeing this document? 

A After Jim Leach released it to the press. 

Q Was the document faxed to you? 

A Ultimately, yes. I think from multiple 
sources. 

Q Do you know whether anybody at the Treasury 
Department might have faxed it to you? 
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A Well, there’s — you have a document of 
mine that has a fax sheet on it, 1 think, that 
reflects who sent it to me. 

Q Who do you believe sent it to you? 

A No, excuse me. I believe Jean Hanson sent 
it to Bemie Nussbaum, who gave it to me, and you 
have a fax sheet that reflects that. You know, 
you’ve had that document since before the first 
hearings. 

Q Okay. And do you recall giving this 
document to Jim Blair? 

A No. 

Q Do you recall giving this document to Jim 
Lyons? 

A Maybe. I mean I gave documents to Jim 
Lyons. I don’t recall giving that document to Jim 
Lyons, so the answer is no, but it is possible 1 gave 
it to Jim Lyons. 

Q If Mr. Blair had this document, would you 
likely be the person who would have given it to him? 

A No. 

Q Or you just don’t know. Okay. 
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MR. GJUFFRA: I do not have any further 
questions. Thank you very much. 

MR. NUSSBAUM: Neil, do you have any 
questions? 1 don’t. 

MR. KRAV1TZ: I actually may have one. Can 
I just see that one document, the October 4 document 
that you were looking at for a second? 

MR. NUSSBAUM: BL 00070. 

EXAMINATION 

BY MR. KRAVITZ: 

Q I actually do have one question. This 
document, BL 70, indicates that there’s an RTC 
source. What does that refer to? 

A I believe that Jeff Gerth told Jim Lyons 
that he had an RTC source. 

Q And Jim Lyons told that to you? 

A Yes. 

Q On October 4, 1993? 

A Right, right. Either Gerth or Isakof, but 
one of the reporters he had spoken to told him that 
he had an RTC source. 

Q Did Mr. Lyons indicate to you the identity 
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of that source within the RTC? 

A Oh, I don’t think Mr. Lyons knew. No. 

Q And have you since learned who that source 
within the RTC was? 

A No. 

MR. KRAV1TZ: That’s all I have. Thanks. 

MR. NUSSBAUM: Thanks for clearing that up. 
MR. GIUFFRA: Thank you very much. That 
concludes the deposition. 

(Whereupon, at 3:22 p.m., the deposition 
was concluded.) 
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PROCEEDINGS 
MR. GICALE: Mr. Mays, the stenographer 
would like us to put this on the record and that 
makes sense. 

You’ve indicated that you would consent to 
being sworn over the phone for this deposition by 
phone. 

MR. MAYS: Yes. 

Whereupon, 

RICHARD L. MAYS 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name for the 
record. 

A Richard L. Mays. 


Q And your present business address. 

A 415 Main, Little Rock, Arkansas 72201. 

Q And you’re an attorney practicing in Little 


1 Rock? 

2 A Yes. 

3 Q What is the name of the firm? 

4 A Mays & Crutcher, PA. 

5 Q And you are the named partner in that firm; 

6 is that correct? 

7 A Yes. 

8 Q And how long have you been practicing as a 

9 partner with Mays & Crutcher? 

10 A Since on or about - since 1977, ’78. 

1 1 Q And what kind of a practice is that? 

12 A General practice. 

12 Q Mr. Mays, this deposition is being 

14 conducted pursuant to Senate Resolution 120. The 

15 resolution establishes a Special Committee 

16 administered by the Banking Committee to conduct an 

17 investigation involving Whitewater Development 

18 Corporation, Madison Guaranty Savings & Loan 

19 Association, Capital Management Services, 

20 Incorporated, the Arkansas Development Finance 

21 Authority and other related matters. 

22 Section 1(b)(2)(b) and 1(b)(3)(e) of the 
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resolution authorizes as follows: First, section 
1(b)(2)(b) authorizes the Special Committee to 
conduct an investigation and public hearings and 
study of the following matters arising out of the 
investigation of the public hearings concluded by the 
Committee on Banking, Housing and Urban Affairs prior 
to the adoption of this resolution. 

Section (b) is "whether the White House 
engaged in improper contacts with any other agency or 
department in the government with regard to 
confidential RTC information relating to Madison 
Guaranty Savings & Loan Association or Whitewater 
Development Corporation"; section 3(d), to conduct an 
investigation and public hearings into and study of 
all matters that may have any tendency to reveal the 
full facts about the sources of funding and the 
lending practices of Capital Management Services, 
Incorporated and its supervision and regulation by 
the Small Business Administration, including any 
alleged diversion of funds to Whitewater Development 
Corporation. 

That is the scope of today's deposition, 

6 

and furthermore, we sent you a letter indicating to 
you that we wanted to depose you by phone with 
respect to all contacts you may have had with anyone 
about the David Hale investigation or indictment 
between May 5, 1993 and November 8, 1993; correct? 

A Yes. 

Q Now, this deposition is being conducted in 
advance of a public hearing that will occur again 
next week. We will be asking you a series of 
questions. You’re testifying under oath. If you 
don’t understand a question, please let us know. 

The stenographer will be preparing a record 
of questions and answers. The deposition will be 
treated as committee confidential until the 
commencement of the hearings. Prior to the hearings, 
you will receive a letter from the Committee telling 
you that you may come to the Senate to review the 
transcript of your deposition and make note of any 
corrections for transcription on an errata sheet. 

A 1 need to come to the Senate? 

Q No. And since you are from Little Rock, we 
can try to make some arrangements otherwise to make 
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this available for you. 

A Okay. 

Q If you’re called to testify at a public 
hearing, you will be permitted to have a copy of your 
deposition transcript four days in advance of your 
testimony. 

You may be represented by counsel. I take 
it you are alone there in Little Rock or do you have 
somebody there with you? 

A I don’t have anybody with me. I’m alone on 
my phone. 

Q Okay. Objections to the forms of the 
questions will be noted for the record. Counsel may 
object on grounds of privilege or relevance and the 
committee chairman may rule on objections where the 
witness refuses to answer a question. 

Do you have any questions before we get 

started? 

A The only question is I’d like a copy of the 
authorization that you just read. If you could 
provide that to me, I’m not sure I recall what that 
was — 

8 

Q Senate Resolution 120? 

A Yes. 

Q You want it before we go further? 

A No. Just send me a copy of that. 

Q Okay. 

Any other questions at this point? 

A No. 

Q Mr. Mays, do you know David Hale? 

A Yes. 

Q How do you know him? 

A What do you mean, how do I know him? 

Q What’s the nature of your relationship with 
David Hale? 

A I met David Hale through his brother Miles 
Hale when I was in law school, I believe, or shortly 
thereafter when his brother was running for 
prosecuting attorney for Pulaski County and I 
subsequently worked with him as a deputy prosecuting 
attorney in the Pulaski County prosecuting attorney’s 
office in Arkansas. 

Q Worked with David or his brother? 

A I worked with David. 
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Q And how long did you work with him? 

A I don’t know. A year and a half, in that 
range. I’m not certain. 

Q Since working with him during that time 
period, did you continue to have any kind of business 
or other type of relationship with him? 

A I don’t recall any business relationship, 
but I had a social relationship. 

Q And that has continued to this day? 

A Yes. 

Q How frequently do you see -- have you seen 
Mr. Hale? 

A I don’t see him frequently. It would be 
hard to estimate, but it would be infrequent. 

Q It’s a social relationship? 

A Yes, he is a lawyer and a judge. I would 
occasionally appear in his municipal court and I 
would occasionally see him in some social contact, 
not designed to meet with him, but as a rule, just 
visit with him when I saw him, and we would chat. 

Q Have you ever represented him? 

A Briefly. 

10 

Q When was that? 

A Shortly after he received — after he was 
indicted. 

Q After September 23 — 

A I don’t remember when he was indicted but 
if that’s when he was indicted, after September 23. 

Q How long did you represent him? 

A Oh, generally I represented him in 
conjunction with another attorney by the name of - 
oh, let me think. I’m having trouble recalling his 
name, but we met with the U.S. Attorney relating to 
the charges to determine how substantive those 
charges were. And based on the substantive nature of 
the charges, I determined that it would be too 
demanding on my time to assist him any further in 
connection with that particular matter. And I would 
say that that was maybe 30 days. 

Q Who did you meet in the U.S. Attorney’s 
office? 

A The attorney who was handling that case 
there. I can’t remember. Bear ~ I don’t remember 
the name. If you told me the name, I would remember. 
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Q Did you meet with Paula Casey*? 

A No. 

Q Did you meet with Fletcher Jackson? 

A Fletcher Jackson. 

Q Did you meet with Michael Johnson? 

A No. 

Q Did you meet with anyone else in the U.S. 
Attorney’s office? 

A I’m not sure he was indicted at that time. 

No, Fletcher Jackson was the attorney we met with. 

Q Was it prior to his indictment? 

A I’m not sure. It was either very close or 
right after his indictment. It was after the 
subpoena had been issued for all of his documents. I 
do remember that. And I’ll think of the name of the 
attorney with whom I met who was accompanying me. 
Q Was it Mr. Price? 

A Price, Dale Price. 

Q Bill Price or Dale Price? 

A I think Dale, but Mr. Price. 

Q Dale Price? 

A Right. 


1 Q Do you know Randy Coleman? 

2 A Yes. 

3 Q Would this have been before Randy Coleman 

4 represented David Hale? 

5 A Yes. 

6 Q Mr. Coleman represented David Hale in 

7 August of 1993. Are you aware of that? 

8 A I’m not sure when — I’m not sure about 

9 dates. 

Q In terms of your representation, it 

1 1 occurred before Mr. Coleman’s representation; is that 

12 correct? 

13 A I think so, yes. 

14 Q When you said after there was a subpoena 

15 for his documents, are you aware of a search of his 

16 offices for documents? 

12 A I don’t recall that there was a search. I 

18 just know that he shared the subpoena with me, gave 

19 me a statement relating to the matter, I guess, which 

20 would be privileged and asked me to assist 

21 temporarily, at least, and I did. 

22 Q Were you present when the FBI went to his 
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offices in July of 1993 to obtain records? 

A No. 

Q You’re aware of the fact that the FBI did 
go to his office to obtain records? 

A No. 

Q Did he indicate to you that the FBI had 
come to his office to obtain records? 

A I don’t recall. 

Q For a point of reference, in terms of your 
representation, did you begin to represent him 
shortly after records were obtained from him? 

A Yes. 

Q Would these have been records obtained from 
him from the FBI? 

A These would have been records obtained from 
him pursuant to some subpoena that he was served 
with, a copy of which he gave me. 

Q Earlier, you indicated that you’ve got a 
general practice of law. How much criminal work do 
you do? 

A Very little now. 

Q Now, the Mr. Price that you referred to, is 

14 

he in your firm, or does he practice in another firm? 

A He’s not in my firm. 

Q Did Mr. Price bring you into the case, or 
did you bring Mr. Price into the case? 

A Neither. 

Q Did Mr. Hale bring both of you into the 
case? 

A I know he brought me into the case, and I 
believe -- I assume he brought Mr. Price into the 
case. 

Q After Mr. Hale — after you decided to 
represent Mr. Hale, at least before Mr. Coleman 
became involved, who did you contact other than 
Fletcher Jackson? 

A I don’t think I contacted anybody. 

Q Do you know Mr. Pence from the U.S. 

Attorney’s office? 

A Mr. Who? 

Q Pence. 

A Yes. 

Q He was the acting U.S. Attorney before 
Paula Casey? 
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A Did I know that he was? 

Q Yes, did you know that he was. 

A No, not really. 

Q At the time you talked to — how many times 
did you talk to Mr. Jackson about David Hale’s case? 

A Once. 

Q Was that at the U.S. Attorney’s office? 

A Yes. 

Q Was anyone else present besides Mr. Price? 

A No. 

Q How long did you meet? 

A I would have to estimate that. 

Q What’s your best estimate? 

A 30 minutes to an hour. 

Q Now, was the purpose of that meeting to 
obtain a disposition in the case or just to obtain 
information with respect to whether or not you should 
continue to represent Mr. Hale? 

A Information as to whether or not I should 
continue to participate. 

Q Now, after that meeting - how long after 
that meeting did you make a determination that you 


1 would not continue to represent Mr. Hale? 

2 A Oh, not long after that meeting. I don’t 

3 remember specifically how long, but not long after 

4 that meeting. 

5 Q Why was it you made a determination that 

6 you could not continue to represent Mr. Hale in the 

7 matter? 

8 A Because it appeared that this matter was 

9 going to require substantial time and much more 

10 involvement than I was able to commit to the matter. 

1 1 Q Did you have any concerns with respect to 

12 any conflicts of interest you might have? 

13 A No. 

1^ Q As a result of that meeting - strike 

15 that. 

16 When Mr. Hale first came to you and said 

17 that some records had been subpoenaed, did he -- do 

18 you know if that could have been as early as May of 

19 1993? 

20 A I just don’t remember when that was, but I 

21 would suggest that it would be sometime around the 

22 time that the subpoena was served on him and the 
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17 

documents were taken from his office, but I don’t 
recall when it was. 

Q But you’re talking about documents taken 
from his office as opposed to a request, for 
instance, from the SBA that might have occurred 
earlier in the year? 

A Right. I’m assuming he turned the 
documents over. I don’t recall the specifics about 
how the documents were transferred from Mr. Hale to 
the federal authorities. 

Q Now, the SBA referred this matter to its 
inspector general on May 5, 1993, and some records 
were ultimately obtained later in July 1993. Did he 
come to you between May 5, 1993 and the latter part 
of July 1993? 

A I don’t know, but 1 think closer to July, 
now that you mention July, but I don’t really 
remember when we had the conversation. 

Q At the time that you met with Mr. Jackson 
in the U.S. Attorney’s office, did he indicate to you 
that the investigation would lead to other -- might 
possibly lead to any other individuals other than 

18 

David Hale? 

A There were two other individuals that were 
involved, and he mentioned those two other 
individuals. 

Q Which two? 

A I don’t remember their names. 

Q Did he mention Mr. Tucker’s name at the 
time? 

A No. 

Q Did he mention the Clintons at the time? 

A No. 

Q Did he mention Mr. McDougal at the time? 

A No. 

Q Between the time that he asked you to 
represent him and the time that you met with 
Mr. Jackson from the U.S. Attorney’s office, did you 
attempt to contact anyone on David Hale’s behalf? 

A No. 

Q How long after he came to you did you call 
up Fletcher Jackson to set up a meeting? 

A Dale Price called Fletcher Jackson, and I 
don’t remember how long, but it wasn’t that long. 
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Q So Price is the person that set the meeting 
up, and you went along with him? 

A Yes. 

Q Did you travel to Washington between May 5, 

1993 and November 8, 1993? 

A May 5, 1993 and November 8, 1993? 

Q Yes. 

A Yes, yes. 

Q And how many times? 

A I don’t recall. 

Q Would it be more than several? Is it 
something frequent that you do? 

A I traveled to Washington frequently between 
May 5, 1993 and November 8, whatever, 1993. 

Q As often as once a week or once a month? 

A Yes. 

Q Yes, which is it, once a week or once a 
month? 

A At least once a month — more than once a 
month, I would say. I’m not sure it would be as much 
as once a week, but certainly once a month. 

Q And what is the purpose of your coming to 

20 

Washington? 

A Business related to my business activities. 

Q Your legal practice? 

A Social activities related to my income 
opportunities and matters that related to my business 
activities there, nonpolitical activities. 

Q You said something about political 
activities? 

A Nonpolitical. 

Q Between May 5, 1993 and November 8, 1993, 
did you visit the White House? 

A Between May 5, 1993 - 

Q And November 8, 1993, did you visit the 
White House? 

A Possibly. I don’t really recall 
specifically. It’s possible. 

Q How many times? 

A I wouldn’t have any idea of knowing that. 

I’m not even sure 1 did, but it’s possible that I 
did. 

Q If you did, what would have been the 
purpose of your visit? 
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A It could have been associated with a DNC 
function. Probably that would have been the purpose 
of the visit. 

Q So it could have been one time, it could 
have been more than once? 

A It could have been one. It could have been 
more, right. But they would probably have all have 
been associated with a DNC function. 

Q Is there someone from the White House that 
would have arranged for you to be there? 

A No. Somebody from the Democratic National 
Committee would have had a function that was being 
hosted by the White House. 

Q Did you go to the White House for any other 
purpose other than — if you went to the White House 
during that time period, could you have gone for any 
other purpose other than a DNC purpose? 

A Not that I can recall. 

Q Have you ever gone to the White House for 
any other purpose other than a DNC purpose? 

A Other than a DNC function, during that 
period of time? 

22 

Q No, any time. 

A Yes. 

Q What other purposes have you gone to the 
White House? 

A What do you mean what other purpose? I 
don’t know what you mean by that question, what other 
purpose. 

Q Well, what were the other reasons for going 
to the White House, other than a DNC function? 

A I know people in the White House, so I 
might have gone to visit people I know in the White 
House. 

Q Who do you know in the White House? 

A I know several people. 

Q Do you know Bill and Hillary Clinton? 

A Yes. 

Q How long have you known them? 

A Since he was — since — I don’t remember 
how long, but certainly since he was, oh, attorney 
general. 

Q And what’s the nature of your relationship 
to the Clintons? 
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A Friend. 

Q Did you work — is that a — so that’s a 
social relationship or a business relationship? 

A A social relationship. 

Q And that’s been the case since he was 
attorney general? 

A Yes. 

Q And you’ve known his wife since that time 
period as well? 

A Approximately. I was in the legislature in 
Arkansas between ’73 and ’77, and I think I first met 
President Clinton when he spoke to the legislature 
during the period of time that I was a member of it. 

Q So you’ve had a business and a social 
relationship with him since the mid-’70s; is that 
correct? 

A Yes. I wouldn’t say business, but a social 
relationship. 

Q How frequently do you see him? 

A Infrequently. 

Q How frequently did you see him in 1993? 

A Infrequently. 

24 

Q Prior to his becoming President, how 
frequently did you see him? 

A Infrequently. 

Q Who else do you know at the White House? 

A I know Bruce Lindsey. 

Q And what’s the nature of your relationship 
with Mr. Lindsey? 

A Social. 

Q How do you know him? 

A He was a lawyer in Little Rock at the firm 
of Wright, Lindsey & Jennings. 

Q And again, you said social as opposed to a 
business relationship? 

A Yes. 

Q You met him through activities in the Bar 
there or some other manner? 

A Activities through the - in my 
professional association with the Bar and in my 
practice. 

Q And did you meet him through Mr. Clinton? 

A No. 

Q And how frequently do you see Mr. Lindsey? 
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A Infrequently. 

Q What about in 1993? 

A Infrequently. 

Q Is there anyone else in the White House 
that you knew in 1993? 

A Yes. I’m not sure I can come up with all 
of the persons that I know, but all of the persons 
that I know I’ve seen infrequently. 

Q Did you know Bill Kennedy? 

A Not well. 

Q What was the nature of that relationship, 
business or social? 

A I didn’t really know Mr. Kennedy very well, 
and I knew of Mr. Kennedy and I met him once or 
twice, but I wouldn’t call my relationship anything 
but a mere acquaintance. 

Q What about Mack McLarty? 

A Yes. What about Mack McLarty? 

Q What’s the nature of your relationship with 
Mr. McLarty? 

A Social. 

Q And how long have you known him? 

26 

A I’ve known him since college, since law 
school, since my law school years. 

Q And you’ve maintained a social relationship 
with him since that time? 

A Yes. 

Q How frequently do you see him? 

A Infrequently. 

Q And how frequently do you talk to him? 

A Infrequently. 

Q Do you know a Marsha Scott? 

A Yes. 

Q What’s the nature of your relationship with 

her? 

A Acquaintance. 

Q How long have you known her? 

A Oh, not long, not really. I mean, I would 
characterize my relationship with her much as I would 
characterize my relationship with Kennedy. 

Q And you’ve just met her a few times? 

A A few times, yes. 

Q Did you know Vince Foster? 

A Yes. 
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Q And what was the nature of your 
relationship with him? 

A I practiced law with him — against him, I 
should say, and I knew him professionally and 
socially. 

Q Did you know Bernard Nussbaum when he was 
in the White House? 

A No, not really. I mean, I met him but I 
didn’t really know him. 

Q What about Maggie Williams? 

A I knew Maggie Williams. 

Q And what’s the nature of your relationship 
with Maggie Williams? 

A Social relationship. 

Q And how long have you known her? 

A Only since ’93. 

Q And Cliff Sloan or Steve Neuwirth, did you 
know them? 

A No. 

Q Webster Hubbell, did you know him? 

A Yes. 

Q What was the nature of your relationship 

28 

with Webster Hubbell? 

A Professional and social.. 

Q And how long have you known Webster 
Hubbell? 

A Oh, I’m not really sure, but certainly 
since he was practicing law in Little Rock. 

Q Between May 5, 1993 and November 8, 1993, 
did you talk to the Clintons about the David Hale 
investigation or indictment? 

A No. 

Q Did you talk to Bruce Lindsey about the 
David Hale investigation or indictment? 

A No. 

Q Did you talk to Bill Kennedy about the 
David Hale investigation or indictment? 

A No. 

Q Did you talk to Mack McLarty about the 
David Hale investigation or indictment? 

A No. 

Q Did you talk to Marsha Scott about the 
David Hale investigation or indictment? 

A No. 
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Q Did you talk to Vince Foster about the 
David Hale investigation or indictment? 

A No. 

Q Did you talk to Bernard Nussbaum, Cliff 
Sloan, Steve Neuwirth or Maggie Williams about the 
David Hale investigation or indictment? 

A No. 

Q Did you talk to Webster Hubbell about the 
David Hale investigation or indictment? 

A No. 

Q And again, that’s during this time period, 

May 5, 1993 to November 8, 1993, and your answer is 
no for all these people during this time period; 
correct? 

A Yes, that’s my answer. 

Q Did you talk to anyone at the White House 
between May 5, 1993 and November 8, 1993 about the 
Hale investigation or indictment? 

A No. 

Q Did you talk to anyone during this same 
time period about a possible investigation of 
Governor Tucker? 

30 

A No. 

Q During this time period, May 5, 1993 to 
November 8, 1993, did you talk to anyone at the 
Department of Justice about the Hale investigation or 
indictment? 

A No. 

Q During the same time — 

A Well, other than Fletcher Jackson, but I’m 
not sure when that occurred. 

Q Did you talk to — during this same time 
period, did you talk to anyone at the Justice 
Department about a possible investigation of Governor 
Tucker? 

A No. 

Q On any of your visits to Washington between 
May 5, 1993 and November 8, 1993, did you talk to 
anyone in Washington about the Hale investigation or 
indictment? 

A No. 

Q Between May 5, 1993 and November 8, 1993, 
did you talk to anyone at the U.S. Attorney’s office 
in Little Rock about the Hale investigation or 
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indictment other than Fletcher Jackson? 

A Not that I can recall. 

Q Between those same dates, did you talk to 
anyone at the FBI office in Little Rock about the 
Hale investigation or indictment? 

A Not that I can recall. 

Q During that same period of time, May 5, 

1993 to November 8, 1993, did you ask anyone to talk 
to someone in Washington about the Hale investigation 
or indictment? 

A No. 

Q During that same time period, did you talk 
to Bob Nash about the Hale investigation or 
indictment? 

A Not that I can recall. 

Q During that same time period, did you talk 
to Betsey Wright about the Hale investigation or 
indictment? 

A Not that I can recall. 

Q During that same time period, did you talk 
to Loretta Lynch or David Kendall about the Hale 
investigation or indictment? 

32 

A No. 

Q Do you know David Kendall? 

A No. 

Q Between May 5, 1993 and November 8, 1993, 
did you talk to Randy Coleman about the Hale case? 

A I don’t know when I talked to Randy 
Coleman, but I did have a conversation with Randy 
Coleman. 

Q Would that have been before Randy Coleman 
became Mr. Hale’s attorney? 

A No. 

Q It was sometime afterwards? 

A Yes. 

Q Do you know whether it was after Mr. Hale 
was indicted? 

A I’m not sure, but Mr. Hale was present. 

Q Do you know whether it was September or 
October of 1993? 

A No. 

Q During that same time period, did you talk 
to Jim or Susan McDougal? 

A No. 
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Q Did you talk to their attorneys, Sam Heuer 
or Jennifer Horan? 

A No. 

Q During that same time period, May 5, 1993 
to November 8, 1993, did you talk to an individual by 
the name of Haley who represented Mr. Tucker? 

A I may have talked to him. 

Q Now, what’s his first name? 

A John Haley. 

Q Did you talk to him about the Hale 
investigation? 

A No. 

Q During this time period, did you talk to 
Mr. Tucker about the Hale investigation? 

A No. 

Q Have you ever represented Mr. Tucker? 

A No. 

Q Do you know Mr. Tucker? 

A Yes. 

Q What’s the nature of your relationship to 
Mr. Tucker? 

A 1 have known Mr. Tucker since I was in law 

34 

school. I went to law school with Mr. Tucker. 

Q Is your relationship a business or social 
relationship? 

A Both. 

Q How frequently do you see him? 

A Infrequently. 

Q Are you involved in any way in a Tucker 
legal defense fund? 

A Yes. 

Q What’s your involvement in that fund? 

A I have not had any real involvement, but I 
helped assume the responsibility of trying to help 
with respect to raising money for the legal defense 
fund. 

Q Are you in charge of that fund? 

A Well, I have a -- I wouldn’t say — I 
haven’t raised any money, so I’m not on any account 
which disburses money with respect to the fund and I 
haven’t raised any money as of yet. 

Q Are you involved in a McDougal legal 
defense fund as well? 

A No. 
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Q When did you become involved with a Tucker 
defense fund? 

A I don’t really recall specifically, but 
obviously after he was charged or indicted. 

Q When did you first become aware of the fact 
that Mr. Hale had been making allegations against 
Mr. Tucker and Bill Clinton? 

A When I read it in the paper. 

Q That would have been September of 1993? 

A I don’t really remember when that was, but 
that’s when he came to me with those allegations. 

Q At the time you read about those 
allegations, were you still representing Mr. Hale? 

A I don’t think so, no. 

Q How soon after you read about those 
allegations did you become involved in a Tucker 
defense fund? 

A I don’t know, but I don’t think the two 
related, but I don’t know. I didn’t sense ~ I 
didn’t become involved in the Tucker defense fund 
until he was indicted, until after that. 

Q Do you know a Stephen Smith? 


Q How do you know him? 

A I served in the legislature with Stephen 
Smith. 

Q Do you continue to maintain a social and 
business relationship with him? 

A When I see him, I talk to him and we talk. 
We’re friends. 

Q Do you know a Brent Bumpers? 

A I know Brent Bumpers, yes. 

Q And what’s the nature of your relationship 
with Brent Bumpers? 

A Acquaintance. 

Q It’s a social relationship? 

A Yes. 

Q How long have you known him? 

A Oh, I can’t — you know, I met him 
professionally really after he became a lawyer. 

Q Do you know a Turner Bowie? 

A Who? 

Q Turner Bowie, B-o-w-i-e? 

A No. 
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Q Did you talk to Brent Bumpers about the 
David Hale investigation or the Tucker investigation? 

A Not that I can recall. 

Q Other than Fletcher Jackson, did you 
contact anyone on David Hale or Tucker’s behalf? 

MR. KRAVITZ: 1 think he testified that he 
didn’t contact Fletcher Jackson. 

MR. GICALE: I’m sorry. He did have 
contact - 

MR. KRAVITZ: He said he had a conversation 
with him. He said he did not contact him. 

MR. GICALE: Right. 

MR. KRAVITZ: Is that right, Mr. Mays? 

THE WITNESS: Yes, that’s correct. 

MR. KRAVITZ: Probably should rephrase that 
question. 

MR. GICALE: I’ll rephrase it. 

BY MR. GICALE: 

Q Did you contact anyone on David Hale’s 
behalf? 

MR. KRAVITZ: During that time period? 

MR. GICALE: Between May 5, 1993 and 

38 

November 8, 1993. 

THE WITNESS: Not that I recall. There was 
a letter that I may have written to the SBA relating 
to his Capital Management, Inc., which was being 
threatened, which the SBA was getting ready to take 
from him, and he had some potential persons who 
might - there were some people who might have been 
interested in buying it from Pine Bluff, and I might 
have written a letter to the SBA asking for 
additional time on his behalf to make arrangements to 
maybe transfer that entity. 

BY MR. GICALE: 

Q Do you know who at the SBA you contacted? 

A No, no. 

Q Would that have been prior to the 
receivership — just prior to the receivership? 

A Probably, yes. 

Q Would it have been someone at the SBA in 
Washington or somewhere else? 

A Probably Washington. 1 wrote a letter. 

I’m not sure, whoever was the head of the SBA at that 
time, whoever — you know, I didn’t have any 
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telephone conversation. I just ~ 

Q It was just a letter. There was no phone 
conversation? 

A Right, not that I recall. 

Q When you came to Washington between May 5, 
1993 and November 8, 1993, did you contact anybody at 
the SBA on David Hale’s behalf? 

A I don’t recall, other than the letter. And 
when we say on his behalf, we’re relating it to his 
interest in Capital Management, and it didn’t have 
anything to do with any kind of investigation or 
indictment. 

Q Are you aware of whether or not anyone else 
went to Washington to advocate on behalf of David 
Hale between May 5, 1993 and November 8, 1993? 

A You mean with respect to the SBA issue? 

Q The investigation. 

A I’m not aware of anybody who has contacted 
anybody in reference to — on behalf of David Hale 
with respect to any investigation. 

Q What about Bill Price, do you know whether 
or not he went to - I’m sorry. Is it Bill Price or 

40 

Dale Price? 

A Dale Price. I’m referring to Dale Price 
anyway. 

Q Do you know whether or not he went to 
Washington during that time period? 

A No. 

Q Do you know whether or not he contacted 
anyone from — called anyone in Washington - 

A No. 

Q — during that time period? 

A No. 

MR. GICALE: I’m not quite through with my 
questions, but I know you have to go and Mr. Kravitz 
is here and he’d like to ask a few questions. So let 
me just - for the time being, I’ll defer to him, and 
I know we only have a few minutes, but I want to give 
him an opportunity to ask some questions. And we’ll 
see where we are at the end of his questioning. 

EXAMINATION 
BY MR. KRAVITZ: 

Q Mr. Mays, this is Neal Kravitz, Democratic 
counsel, and I just have a couple of follow-up 
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questions to ask you. 

When you and Mr. Price met with Fletcher 
Jackson at the United States Attorney’s office, did 
Mr. Jackson indicate to you whether Mr. Hale was 
facing indictment on one or more felony charges? 

A Yes. 

Q Is that what Mr. Jackson indicated, that 
there would be one or more felony charges included in 
an indictment? 

A Yes. 

Q To your knowledge, did Mr. Hale become 
aware of that information, either from you or from 
Mr. Price after that meeting? 

A Yes. 

Q Did you tell Mr. Hale that? 

A Yes. 

Q Now, your representation of Mr. Hale 
continued on for a short period of time after your 
meeting with Mr. Jackson? 

A Very short, yes. 

Q At any time during your representation of 
Mr. Hale, did Mr. Hale say anything to you about any 

42 

of the allegations that he has subsequently made 
against Mr. Clinton or Mr. Tucker? 

A No. 

Q Did you discuss with Mr. Hale any of the 
allegations against him that were being leveled by 
the United States Attorney’s office? 

A Yes. 

Q And in none of those discussions did 
Mr. Hale make any statement to you indicating that he 
had information about possible criminal wrongdoing by 
either Mr. Clinton or Mr. Tucker? 

A No. 

MR. KRAVITZ: Thank you very much. 

MR. GICALE: A couple other questions. 

EXAMINATION 

BY MR. GICALE: 

Q Did you talk to anyone during that same 
time period, May 5, 1993 ~ strike that. 

Did you learn in your discussions with 
Mr. Jackson that there might be also an investigation 
of Madison Guaranty? 

A No. 
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Q Did you talk to anyone in Washington 
between May 5, 1993 and November 8, 1993 about a 
potential investigation of Madison Guaranty or 
Whitewater? 

A No. 

Q Did you ever indicate to anyone that you 
were going to Washington or you knew someone who was 
going to Washington to have the investigation with 
respect to Mr. Hale or Madison Guaranty quashed? 

A No. 

Q Now, earlier we went through — we started 
to go through a list of people that you knew at the 
White House, and you indicated — we went through a 
number of people. 

In the other instances where you did visit, 
who were you there to visit? 

A I don’t remember. I mean, you know, I 
don’t recall. I remember having -- I don’t remember 
what period. I do remember having lunch with Joe 
Vincent Foster. 

Q And I want to make sure this is the case. 

You testified you did not talk to Vincent Foster 

44 

about the Hale investigation? 

A I did not talk to Vincent Foster about the 
Hale investigation. 

MR. GICALE: You have to go at this point? 

THE WITNESS: Yes, unless -- if we think we 
can conclude in about five minutes. 

MR. GICALE: If you can give me one minute, 

I think that we can. Could you allow one minute? 

THE WITNESS: Sure. 

MR. GICALE: Thank you. 

(Pause.) 

BY MR. GICALE: 

Q Mr. Mays, the other instances when you’ve 
been at the White House, those were social occasions 
to visit people? 

A Yes. 

Q In any of the instances, have you ever 
discussed the Hale investigation? 

A No. 

Q Did you talk to anybody about the substance 
of your testimony before testifying today? 

A No. 
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Q Did you call Mr. Hubbell in April, May and 
June of 1993? 

A I don’t know. I could have. 

Q Specifically, did you call him on April 2, 

1993? 

A I don’t recall. It’s possible. I don’t 
know. 

Q Did you call him on May 12, 1993? 

A Call him on May 12, 1993? 

Q Yes. 

A I don’t know. I mean, I may have. 

Q Did you call him on May 13, 1993? 

A I don’t recall when I called him. I did 
call him. 1 don’t know during what time period, but 
I have called Mr. Hubbell. 

Q What did you call him about? 

A I don’t really recall, but I know it wasn’t 
about David Hale. 

Q What was it about? 

A I don’t know. I can’t remember what we 
talked about, but maybe I was just coming to 
Washington and wanted to go to lunch. I mean, 1 

46 

don’t really remember. Nothing really of substance. 

Q Did you talk to him on June 2nd? 

A I don’t remember. 

Q Did you talk to him on October 26, 1993? 

A I don’t remember. 

Q And if you talked to him, or if you left a 
message for him, do you remember what that was about? 

A If I did, it was about meeting him for 
lunch, having a drink with him or just to socialize 
with him. 

Q Was he a close friend of yours? 

A He was a pretty close friend of mine. I 
knew him pretty well. We served on some county 
committees in Pulaski County together, and so I would 
consider him a pretty good friend. 

Q Have you talked to James Blair about the 
Hale investigation? 

A No. 

Q Or the Tucker investigation? 

A No. 

MR. GICALE: I don’t believe I have 
anything else. Thank you very much. 
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THE WITNESS: Thank you. 

MR. KRAVITZ: Thank you, Mr. Mays. 
(Whereupon, at 12:08 p.m., the deposition 
was concluded.) 


RICHARD L. MAYS 
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PROCEEDINGS 

Whereupon, 

EDITH E. HOLIDAY 

was called as a witness and, having first been duly 
sworn, was examined and testified as follows: 
EXAMINATION 
BY MR. GICALE: 

Q Could you please state your name for the 
record. 

A Edith E. Holiday. 

Q And how do you spell that? 

A E-d-i-t-h, E., H-o-l-i-d-a-y. 

Q And could you please — are you presently 
employed? 

A I am self-employed. 


3 


Q You indicated you were self-employed. In 

4 

what business? 

A I presently serve as a member of the board 
of directors of six corporations. 

Q Which corporations? 

A Amerada Hess Corporation, A-m-e-r-a-d-a, 

H-e-s-s, Corporation; Bessemer Trust Company, I am 
actually on two of their boards. One is Bessemer 
Trust Company of New Jersey, B-e-s-s-e-m-e-r, Trust, 
T-r-u-s-t, Company, and the other is Bessemer Trust 
Company NA. Beverly Enterprises, B-e-v-e-r-l-y, 
Enterprises Incorporated; Hercules, H-e-r-c-u-l-e-s, 
Incorporated; H.J. Heinz Company, H-e-i-n-z. 

Q Now, between September 1992 and January 
1993, where were you employed? 

A The White House. 

Q In what capacity? 

A Assistant to the President and Secretary of 
the Cabinet. 

Q When were you appointed to those positions? 

A June 1990. 

Q You were appointed to both those positions 

on that date? 
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A Yes. 

Q And you held both of those positions until 
January of 1993? 

A Yes. 

MR. G1CALE: Now, prior to this deposition, 
we had an off-the-record discussion with Mr. Cole, 
from the Minority, who did contact you last week, and 
did not make a request for documents at this point. 

And we’ve indicated prior to your deposition, that 
depending on your testimony, we would determine 
whether there will be subsequent requests for 
documents. 

MR. SCHILLER: May I make a statement? 

MR. GICALE: Sure. 

MR. SCHILLER: Probably should have at the 

outset. 

MR. GICALE: State your name for the 
record. You have his name. 

MR. SCHILLER: My name is Jonathan 
Schiller. And my statement is limited to the fact 
that Ms. Holiday’s appearing voluntarily today, and 
intends to cooperate with the legal team of the 


1 Committee as best she can. And if there are some 

2 documents, such as a calendar as Mr. Cole indicated a 

3 moment ago, she would certainly do her best to 

4 identify, cooperate in producing it to you. But I 

5 did want to note for the benefit of the record, the 

6 voluntary appearance and her intent to cooperate. 

7 MR. COLE: I would also like to note for 

8 the record, we very much appreciate her appearing 

9 here on such short notice. Her name came up late in 

10 our discovery process and we are grateful for her 

1 1 appearing. 

12 MR. GICALE: Likewise. The only reason I 

13 reference the request for documents, normally we have 

14 those requests and we ask of the witnesses whether or 

15 not they have searched the records for responsive 

16 documents and because we did call you at a late date, 

17 a request was not sent out, and because of the fact 

18 that your name was not mentioned until sometime late 

19 in the process. 

20 BY MR. GICALE: 

21 Q Now, I note that you do have an attorney of 

22 record, Jonathan Schiller. Have you spoken to anyone 
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other than Mr. Schiller, prior to today’s deposition, 
with respect to the substance of your testimony 
today? 

A Only to the independent counsel — 

Q Okay. 

A — who raised questions with me. 

Q Have you spoken to anybody else with 
respect -- 

A My husband. 

Q Okay. Anyone else other than those people? 

A No, sir. 

Q Ms. Holiday, this deposition is being 

conducted pursuant to Senate Resolution 120. The 
resolution establishes a special committee 
administered by the Banking Committee to conduct an 
investigation involving Whitewater Development 
Corporation, Madison Savings & Loan Association, 

Capital Management Services, Inc., the Arkansas 
Development Finance Authority, and other related 
matters. 

Section 1(b)(2)(C) of Senate Resolution 120 
authorizes an investigation and public hearings into 

8 

whether the Department of Justice has improperly 
handled RTC criminal referrals relating to Madison 
Guaranty Savings & Loan Association or Whitewater 
Development Corporation. 

You were requested to testify last week. 

This deposition is being taken in advance of a public 
hearing which will continue this week. It’s possible 
that you may testify. 

We will be asking you a series of 
questions. You, of course, are testifying under 
oath. If you don’t understand a question, let us 
know and we will rephrase it. The stenographer is 
preparing a record of questions and answers. The 
deposition will be treated as committee confidential 
until the commencement of the hearings. 

Prior to the hearings you will receive a 
letter from the Committee telling you that you may 
come to the Senate to review the transcript of your 
deposition and make note of any corrections for 
transcription on an errata sheet. As you are being 
called to testify in a public hearing, you will be 
permitted to have a copy of your deposition 
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transcript four days in advance of your testimony. 

You may be represented by counsel, and Mr. Schiller 
is here on your behalf. 

Objections to the form of questions will be 
noted for the record. Counsel may object on grounds 
of privilege or relevance. The committee chairman 
may rule on objections where the witness refuses to 
answer a question. 

Do you have any questions at this point? 

A No. 

Q Directing your attention to September of 
1992, did you ask then-Attomey General Barr if he 
would have been aware of an S&L matter involving one 
of the candidates during that election, and whether 
or not -- whether he would know whether or not such a 
matter was pending at the Department of Justice? 

A Let me start by saying I am aware of a 
conversation that has occurred with Bill Barr. I now 
know it to have been in September of 1992, although 
that was not a date or time that stood out in my 
memory, but through this process, have reconstructed 
that as being the time. 

10 

But I have only a very general memory of 
that conversation. I do not remember specifically 
what was said. But I remember it to be a 
conversation about politics. 

Q What do you remember about the 
conversation? 

A I remember that we were traveling from 
Atlanta to Washington, and were seated together. It 
was a surprise to me that Bill was on the plane. I 
had been with the President in Atlanta. I did not 
expect him to be with us traveling, and we happened 
to be seated together. 

I remember a very broad political 
discussion. Precisely the words used and the issues 
discussed, I do not remember. 

I do remember, having thought about it and 
having the benefit of conversations that brought this 
matter to my attention, I do recall having mentioned 
to him a news article, or news articles, in the 
context of a political discussion, that concerned a 
savings and loan that had relationships with the 
Clintons. 
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And then I remember only that I was, at the 
time, lamenting political coverage, press coverage 
that I thought was - had not been full in this area, 
and that I was troubled by the story. And I remember 
that Bill seemed unfamiliar with what I was talking 
about. 

Q Do you know which press article or articles 
you were referring to at the time? 

A 1 — I have -- in preparing for this, have 
gone back and looked or tried to look at what would 
have been in my mind. And I — it stands out to me 
that it could have been a New York Times article, but 
I don’t remember specifically. 

I know that there were several articles 
that had occurred in the months prior to this time, 
but I cannot describe precisely what they are. 

Q Well, in discussing that article or some 
article with Mr. Barr, as a part of that 
conversation, did you ask him whether he would have 
been aware of whether or not there was an S&L matter 
involving the Clintons or one of the candidates in 

the Department of Justice? 

12 

A I just -- I don’t recall the specific 
conversation we had about this story. I just — I 
don’t recall the words used. I know that -- I just 
know that at the time, it was a politically 
frustrating time, and that, in the context of a broad 
ranging political conversation, I believe that that 
was discussed. But the words used, and what I said 
to him, what he said to me, I simply do not recall. 

Q And is that the extent of the conversation 
that you recall on the plane that day? 

A Yes. 

Q Do you recall having a subsequent 
conversation with him where he indicated that the 
rumors that you had possibly discussed were 
completely baseless? 

A 1 don’t recall a further conversation with 
him about this. I had regular conversations with 
cabinet officers as part of my ongoing daily 
activities, but I do not recall a subsequent 
conversation about this. 

Q And earlier I directed you to September of 
1992. Between August of 1992 and the time of the 
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election, do you remember any other conversation with 
them with respect to this? 

A No, I do not. 

Q Did anyone prompt you to have this 
conversation with him? 

A No. 

Q Was anyone else present when you had this 
conversation? 

A There wasn’t another person sitting in 
proximity to us that I recall, although there were 
plenty of other people on the plane. But I can’t -- 
I don’t think anyone was sitting in our immediate 
area. Although there were other travelers certainly 
milling about, but I don’t recall anyone 
participating in the conversation with us. 

Q Do you know whether or not he referenced 
the Silverado matter in the — 

A I do not recall. 

MR. GICALE: I have nothing further at this 

point. 

EXAMINATION 

BY MR. COLE: 

14 

Q Ms. Holiday, as I indicated earlier, I am 
Lance Cole. I am the Minority counsel to the 
Committee. Am I correct in understanding you are an 
attorney? 

A Yes. 

Q Could you, for the record, describe your 
professional background since graduation from law 
school, the positions you’ve held, and your 
responsibilities in those positions. 

A After graduating from law school, I became 
an associate at Reed, Smith, Shaw & McClay; R-e-e-d, 
Smith, S-h-a-w, and McClay, M-c-C-l-a-y; Washington, 

D.C. 

In 19 - let’s see, that was 1977. In 
1982, I took a leave of absence from that position, 
and served as a legislative assistant to then-Senator 
Nicholas F. Brady. I returned — I became his 
legislative director during the course of the year in 

1982, and returned to my law firm, Reed, Smith, Shaw 
& McClay in Washington in 1983. 

I served with that firm until later in 

1983, when I moved to Atlanta, Georgia, and was an 
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attorney at the firm of Dow, Lohnes & Albertson, 

D-o-w, L-o-h-n-e-s and Albertson. In 1984, I became 
executive director of the commission on 
legislative — executive legislative and judicial 
salaries in Washington, D.C., served in that position 
until 1985. 

In August of 1985 I became counsel, if you 
will, to the political action committee known as Fund 
for America’s Future in Washington, D.C. And then in 
1987, I became counsel, and operations and 
administrative director, of George Bush for 
President. In 1988, I became chief counsel, national 
operations, the financial director of Bush/Quayle. 

And later in 1988, I became assistant secretary of 
the Treasury for public affairs and public liaison. 

I was confirmed by the Senate in the Reagan 
Administration. And then 1989, I became general 
counsel of the Treasury. In 1990, I assumed the 
White House position we discussed earlier. 

Q And if I could focus on the positions you 
held at the Department of Treasury in 1988 and 1989, 
beginning with your appointment in the public affairs 
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department, what were your responsibilities in that 
position? 

A Well, I was the Secretary’s chief 
spokesman, and served the Treasury Department’s press 
and public affairs function, and related to the 
public in a variety of ways, including the public 
liaison, handled the -- the many interested outside 
constituents, if you will, of the Treasury 
Department. 

Q 1 should know this, but was Mr. Brady the 
Secretary of the Treasury at that time? 

A He was. 

Q Was he - he continued to be the Secretary 
of the Treasury in 1989? 

A Yes. 

Q In your capacity in the public affairs 
department, did you have occasion to deal with the 
federal regulatory agencies that oversaw financial 
institutions such as S&Ls? 

A Yes. 

Q What were your duties in that regard, 
starting in 1988 and prior to your appointment as 
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general counsel? 

A Prior -- 

Q Still focusing on your time in public 
affairs. 

A Well, I don’t recall specific instances but 
my duties included handling the press, that would be * 
the Treasury Department’s key issues surrounding the 
Treasury. And to the extent that there were joint 
issues, press related or public affairs related, I 
would have had the responsibility of coordination, to 
the extent that they existed. 

There are certain regulatory arms of the 
Treasury Department and of course those parts were 
within my responsibility as it pertained to press. 

And then — did you ask me into ’89 or were you still 
focusing — 

Q My next question was going to be ’89, after 
you were appointed general counsel in ’89; is that 
correct? 

A Yes. 

Q What were your responsibilities in terms of 
financial institutions, oversight in that position? 
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A Well, I had general responsibility for the 
legal affairs of the Treasury Department, which meant 
that the various arms of the Treasury Department, 
including financial areas, were served by lawyers on 
my staff, so I had the general coordinating function, 
management function of those lawyers that served 
those parts of the Treasury Department. 

Now, the controllers’s office had lawyers 
within its function that reported through a chain of 
command to me. But there — that was in the general 
management responsibility, it did not, except for 
the top lawyer, did not report up. 

Q Did you have occasion to have contact with 
officials of the Resolution Trust Corporation, in 
your capacity as general counsel of the Department of 
the Treasury? 

A Yes, but 1 cannot recall specifics. 

Q Can you recall with whom at the Resolution 
Trust Corporation you would have had contact during 
that period? 

A Dan Carney was the head of the RTC. I knew 
him during his tenure and had conversations with 
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him. 

Q Were there other senior officials at the 
RTC that you had contact with? 

A None that I recall precisely. None that I 
recall. I’m sure I must have from time to time, 
although I don’t recall. 

Q Did you know a Mr. William Roelle who was 
an RTC official? 

A I know the name. I have heard the name 
before but I don’t recall knowing him personally. 

Q And when you were answering Mr. Gicale’s 
questions about the conversation you had with 
Mr. Barr, you indicated that you had a concern about 
the press coverage of, I think you said "the 
matter." 

Can you tell me what your concerns were, 
and what the matter was that you had concerns about 
press coverage? 

A I - again, to put this in context, Bill 
Barr and I are — have been friends for a long time. 

We have worked together in various capacities. I was 
referencing the story, the articles that seemed to be 
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troublesome to me politically. And I thought that 
the press generally had been less critical of the 
candidate Clinton than they had of President Bush. 

And therefore I was troubled by the fact that it had 
not received more attention. And I was discussing 
this in the context of many ~ a broad-ranging 
political discussion with Bill Barr. 

Q To be as specific as we can be for our 
record here, you have said stories regarding the 
candidates and of course there were many articles 
about the candidates on many subjects. Are you 
referring to stories that appeared concerning 
Whitewater Development Corporation and related 
matters, or are you speaking — did you speak with 
Mr. Barr about broader subjects including other 
things having to do with then Governor Clinton? 

A Well, at that point in the campaign, in 
September of 1992, there were only two candidates - 
well, that’s not true. Ross Perot. Excuse me. I 
can’t remember whether he was in or out during that 
period of time. But I — the discussion was around 
the campaign. It was about the presidential 
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campaign. 

Q I’m sorry. Perhaps my question wasn’t 
clear. What 1 am asking is, the press coverage or 
the articles that you discussed with Mr. Barr, were 
those articles about Mr. Clinton generally or 
articles specifically about what’s come to be known 
as the Whitewater matter? 

A Well, I think in the course of my 
conversation with him generally, I talked — I think 
we talked about a lot of the issues of the day, the 
subjects of which 1 do not recall, but about — 
general political discussion of the someday, what was 
happening in the campaign, if that’s what you mean. 

But 1 do now recall mentioning a series of 
articles that were about what has come to be known as 
Whitewater, but I don’t — at the time it was not — 
it was in the context of a general concern that the 
Clintons were not getting the same level of press 
coverage that I felt we were -- the scrutiny that we 
were experiencing with the press. 

Q You testified earlier that you have since 

been able to determine, or your recollection has been 
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refreshed and you have been able to determine that 
this conversation took place in September of 1992? 

A I only believe that — 1 wouldn’t have been 
able to place that, except for the fact that this 
occurred in a trip to Atlanta, that 1 have been able 
now to reconstruct as having occurred in September. 

1 would not independently have known that’s when it 
was. 

MR. G1CALE: I think, Mr. Schiller, this 
might be an appropriate time to request that if 
Ms. Holiday has any records of that trip still in 
existence that might confirm the time, 1 think it 
would be helpful to the Committee if we could request 
those, speaking in terms of plane receipts — or 
plane tickets or receipts or anything that would 
confirm the date. We have made the same request of 
Mr. Barr. 

BY MR. G1CALE: 

Q But focusing then on that time period, of 
September of 1992, do you remember whether there were 
particular articles, at or about that time, that 
prompted you to raise the issue with Mr. Barr of the 
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press coverage? 

A I believe that there were several different 
articles over the course of the months preceding 
that. 

Q And do you recall whether those articles 
had to do with the Clintons’ Whitewater investment? 

A I believe — that’s the reason why I was 
talking about it. 

Q Well, as you and your counsel might expect, 
we have had a lot of opportunity to review the record 
in this matter, and I wanted to try — I don’t know 
whether this will be helpful in refreshing your 
recollection or not, but we found in our review of 
databases, in newspapers that there was news coverage 
in March of 1992, when the Whitewater story, as it is 
known, first broke in The New York Times and then 
through the end of March when there was a report by 
an attorney, James Lyons, published as the Whitewater 
report? 

A I missed what you said, the timing. 

Q The timing was, in March 1992, there were 
several stories about the Clintons’ Whitewater 
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investments and follow-up stories on Whitewater by an 
attorney in Denver, James Lyons. Did I make a copy 
for you and your counsel? The only - those in fact 
appeared in late July and early August, but I thought 
that perhaps I could show those to you and see if 
they might refresh your recollection. 

And since these aren’t Bates numbered and I 
can’t make Bates reference to them, 1 will give the 
reporter a copy, and they can be attached and I will 
mark one as Exhibit 1 and one as Exhibit 2. Just for 
the record I will mark the first story, a July 21, 

1992 Washington Post story, as Holiday Exhibit 1, and 
give that to the reporter for the record; and the 
second story which is an August 1st, 1992 Washington 
Post article, I will mark as Holiday Exhibit 2. 

And take as much time as you would like, 

Ms. Holiday, but if you would look at those articles 
and tell me then if you recall reading them or having 
them in mind when you spoke with Mr. Barr. Those are 
the only ones in that time frame and I won’t burden 
the record with them. Then we have articles in July 
and August of 1992. 
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MR. SCHILLER: Let me ask you to read the 
entire articles, please. 

(Pause.) 

THE WITNESS: Do you have a question? 

BY MR. COLE: 

Q My question is, having had an opportunity 
to look at these articles, whether this refreshes 
your recollection as to whether these articles refer 
to the subject matter that you discussed with 
Mr. Barr? 

A Well, I don’t have a specific recollection 
of these particular articles, and — but these are -- 
I read the Washington Post. These are — I read The 
New York Times, which was referenced here. 

This is the subject matter that I was 
referencing to him, and which I had the impression he 
was unfamiliar. 

Q And at that time, September of 1992, when 
you had this discussion with Mr. Barr, did you have 
any responsibilities in connection with the Bush 
presidential campaign that was underway at that time? 

A I had a responsibility which was the 
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following: I was not on the campaign staff but I was 
a person who aided or facilitated the processing of 
campaign requests for information relating to 
presidential speeches or policy matters that were 
needed from the government, so that there was a 
vehicle through which those kinds of requests would 
come. 

Q And, in that capacity, did you obtain or 
receive information from the campaign in terms of 
campaign strategy or information that was being 
collected about candidates? 

A I don’t understand the nature of the 
question. 

Q What I am getting at, and perhaps I could 
ask it more clearly, is whether you had sources other 
than publicly reported information such as newspaper 
articles, media reports? Did you have other sources 
of information about the Clintons and the 
presidential campaign? Were you receiving 
information from the Bush campaign? 

A 1 was not on the campaign staff. I was not 
involved in campaign strategy. Did I receive 
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information that was not public information about the 
campaign? I think it is probably likely that I did, 
but I don’t specifically recall it. 

Q Do you recall discussing the matters that 
you have indicated you discussed with Mr. Barr, that 
is the press coverage of the Clintons, particularly 
the press coverage on Whitewater matters, with 
officials of the Bush campaign? 

A I do not recall specific conversations with 
them, although I’m sure, given our political 
circumstances, that it was the common theme among 
campaign officials and White House officials, to 
believe that we were not receiving fair press 
coverage. 

Q Was there something specific in terms of 
the press coverage that you believed was lacking at 
that time — 

A Just — 

Q -- press coverage of the Clintons? 

A Nothing specific, just a general view that 
their coverage was better than our coverage was, that 
they were treated more fairly, if you will. 
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Q Were there any matters that you were aware 
of, that were not reported in the press, that you 
felt should have been reported in the press or would 
have preferred to have had reported in the press? 

A No. 

MR. GICALE: I guess I would object to the 
relevance of that. I mean, I think what we really -- 
we need to be focusing on whether there is 
information related to this and whether there were 
other kinds of issues. I just — 

MR. COLE: Perhaps I can put it in 

context. 

BY MR. COLE: 

Q There is some difference in Mr. Barr’s 
recollection of, at least as he testified before the 
Committee, of the conversation in that he testified, 
as Mr. Gicale implicitly indicated in his question, 
that you asked him if he would be aware if there was 
a matter before the Justice Department involving the 
Clintons. You’ve testified that your recollection of 
the discussion is more general than that, if I 
understand your testimony? 
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A Yes. 

Q What I am trying to understand is, whether 
your recollection is correct or Mr. Barr’s 
recollection is correct, what there would have been 
that you would have asked Mr. Barr about at that 
time, leaving aside the exact words that you used, 
and I’ve looked at these articles and there is 
nothing in these articles at least as — and that’s 
why 1 wanted to show them to you and your counsel -- 
that indicates that there was any investigation by 
the Department of Justice or any matter involving a 
regulatory matter involving a bank or a thrift. 

And it is that difference between your 
recollection and Mr. Barr’s that 1 am trying to probe 
here, so any testimony you could provide — 

A I don’t recall asking anything of Bill 
Barr, or asking him to do anything. 1 recall a 
general political conversation, that had, as a 
general -- as one part of it, a reference to news 
accounts. Now, I believe that the earlier New York 
Times story has a more in-depth presentation of this, 
as I’ve looked back in preparation for this, that 
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relates more specifically to the actions involved, 
although these are more in context, in time 
contemporaneous to when this conversation was. 

But the material referenced here is the 
general kind of discussion that 1 mentioned as part 
of a very — a plane ride back from Atlanta, hour and 
a half, 45 minutes, contained. 

Q Did there ever come a time when you learned 
that there was a government investigation in which 
the Clintons were named as potential witnesses or 
witnesses? 

A Only in press accounts; that I only know 
about from press accounts, and I am not specific in 
that. 

Q Is it your recollection that that was after 
the presidential election? 

A I assume it was, but 1 don’t remember. 1 
assume it was after, the press accounts. 1 don’t -- 
I haven’t followed this closely. 

Q Did you report on your discussion with 
Mr. Barr, or relate your discussion with Mr. Barr to 
anyone else in the White House, after it occurred? 
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A I have no recollection of speaking to 
anyone about my conversation with Bill. It is 
likely, however, that I noted to my staff that he was 
on the plane and may have -- may have just, if they 
asked what we talked about, because we - excuse me, 
that was our job, to know what was on the mind of the 
various cabinet officials. 

I was, I think I mentioned, surprised that 
he was on the plane. I had not expected him to be 
there, and since that was part of my job to know 
where — 

Q Was that a commercial flight? 

A No, that was Air Force One. 

Q Air Force One? 

A I may have commented — 

MR. COLE: You want to take a break? 

MR. SCHILLER: This record will not be 
improved by "may haves" and "might haves." 

THE WITNESS: I do not recall having any 
substantive conversation with anyone about this at 
all. 

BY MR. COLE: 
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Q So that would include both campaign 
officials and White House officials? 

A Absolutely. I recall no subsequent 
conversation whatsoever about this with any campaign 
or White House officials. 

MR. COLE: I think I may be finished. If I 
can just take a moment to consult with my colleague 
here. 

THE WITNESS: Certainly. 

MR. COLE: I don’t have anything further at 
this time. Mr. Gicale? 

MR. GICALE: I don’t have anything 

further. 

MR. SCHILLER: I just have one question. 

And it has to do with your — 

MR. GICALE: Do you want this on the record 
or off the record? Is this a process question or — 

MR. SCHILLER: No, substantive question. I 
think the record would benefit from this question. 

It wasn’t brought out by either of you but it is a 
follow-up question to one you posed. Both of you 
asked Ms. Holiday what she could recall about her 
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conversation with Mr. Barr. And she mentioned — my 
notes indicate that when she expressed the fact that 
the information she was reading troubled her, and 
that he seemed unfamiliar with it. 

Neither of you followed up and asked what, 
if anything, she said to him about the lack of 
familiarity he had with it. 

EXAMINATION 
BY MR. SCHILLER: 

Q Do you recall discussing with Mr. Barr what 
the source was of your information with which he was 
unfamiliar? 

A Well, I recall referencing news articles, 
and in effect, bringing them to his attention, 
because he, as I was describing what I had read, 
seemed unfamiliar with what I was referencing. And 
when I — that surprised me, because I know Bill and 
have known him for quite some time, and know him to 
be a political observer, and he follows politics. 

And it surprised me that Bill Barr would not have 
seen or known of these stories. 

MR. COLE: I am glad Mr. Schiller asked 
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that question because I must confess I am confused 
what the stories were that you were surprised 
Mr. Barr was unaware of. Whether you are talking 
about the March Whitewater New York Times stories or 
subsequent, I don’t understand what the stories were. 

MR. SCHILLER: I think she referenced 
already it was the Times stories, and she said these 
two articles in the Post that you put in front of her 
are reflective of the kinds of articles that she 
would have been reading every day and was reading 
every day which talked about what has now become 
Whitewater and mentioned the savings and loan, at 
least the one you put in front of her, Exhibit 1 did, 
in July, that McDougal was the, quote, "owner of a 
state savings and loan," close quote, both reference 
talk about the sources of information - the sources 
attributed in the article declined to provide the 
journalist with additional information. 

So someone reading this, as Ms. Holiday 
says she likely did, would have been struck by the 
omissions in these articles, as she has testified 
about. 
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She hasn’t identified specific language in 
here talking about savings and loan issues, as much 
as loans, investments, a savings and loan, McDougal, 
this area has mushroomed into what it is today, it 
wasn’t that then. 

MR. COLE: What my question goes to - if 
we can be as precise as we can about this. 

When you say you were surprised by 
Mr. Barr’s lack of knowledge, are you referring to 
his lack of general political knowledge of this 
issue, or alternatively are you referring to some 
lack of knowledge relating to his official duties as 
Attorney General of the United States? 

THE WITNESS: Certainly the former, not the 
latter. I was concerned — not concerned, I was 
surprised that he was unaware of these political 
stories, that had existed in the press, for some 
months, and he seemed totally unfamiliar with the 
existence of this story. 

EXAMINATION 

BY MR. COLE: 

Q And the reason you were surprised that he 
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was unfamiliar with it, several months — or, at 
least the initial articles in The New York Times, was 
because he was a politically appointed Cabinet 
official and you would have expected him to — 

A Well, that I know him well, we have talked 
politics over the years, on many occasions. And I - 
I knew that he was an avid reader of newspapers. He 
kept up with politics. He, on any number of 
occasions, when I would see him, he would be asking 
me what — what’s going on in the campaign, what do 
you think of this poll, that poll, this kind of 
general political conversation. 

So, it was something that I would have 
thought he would have read in the major news 
publications and known about, and 1 was surprised 
that he didn’t. 

Q Was it your impression that he had never 
heard of Whitewater? 

A Of what — of this whole line of stories, 
yes, the subject matter, quote, Whitewater. 

Q And did you suggest to him that he might 
wish to learn more about this matter? 
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A I didn’t suggest — I told him about the 
articles, and asked him — I did not ask him to do 
anything. 1 just told him, as I recall generally — 

I don’t remember the specific words — that they were 
news articles. 

Q Do you have a view one way or another, as 
to whether you might have asked him whether he would 
be aware of a matter like this in the Department of 
Justice, if such a matter were under review with the 
Department of Justice? 

A I simply do not recall asking him that, or 
speaking those words. I have no memory of saying 
that to him. 

Q Would that have been — if you had been 
inclined to ask him that question, would your 
understanding at the time have been that that would 
have been an appropriate question for you to ask? 

MR. GICALE: I am going to object to the 
speculation. 

She doesn’t even go so far as to say she 
recalls — 

MR. COLE: Let me rephrase the question 
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then. 


BY MR. COLE: 

Q As a former general counsel of the 
Department of Treasury and an attorney, would it have 
been appropriate for you, as a White House official, 
to have asked Mr. Barr about a Justice Department 
investigation? 

A Would it have been appropriate for me as a 
White House official to have asked a Justice 
Department official about a — it could be 
appropriate. I mean it depends on the situation and 
the investigation and what it would be. It would 
take a knowledge of facts and circumstances that I 
couldn’t - 


Q But you have no recollection of having 
asked that question? 

A I have no recollection of having asked that 
question. 

MR. COLE: 1 don’t have any further 
questions. 

MR. GICALE: I don’t have anything. 

MR. COLE: Thank you very much. 
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(Whereupon, at 2:16 p.m., the deposition 
was concluded.) 


EDITH E. HOLIDAY 
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